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Putting history’s biggest 
“auto show” on the road 


New U.S. superthroughway system gives motoring a new dimension 


Washington, D. C. 
—The big news in 
highways is (1) the 
controlled-access 
throughway, made 
so pleasantly famil- 
iar to the interstate 
motorist by turn- 
pikes in Florida, 
Pennsylvania, Ohio and other states; 
and (2) the Federal-Aid Highway 
Act of 1956. 

With construction work already 
well underway, this far-reaching legis- 
lation will eventually make available 
some 40,000 miles of controlled-access, 
toll-free highways from coast to coast. 

Maybe 40,000 miles doesn’t sound 
like much when stacked up against 
the 3,366,000 miles of roads and 
streets that thread the U. S. (The 
Act really calls for 41,000 miles, and 
that too may be increased.) 

But, says Alfred E. Johnson, execu- 
tive secretary of the American Associ- 
ation of State Highway Officials, 
this controlled-access highway linkage 
is perhaps the most important addi- 
tion to transportation ease and safety 
in the history of the automobile. 

It should greatly increase long dis- 
tance travel via the automobile. Yet 
a one-third reduction in highway 
accidents is confidently forecast. 





Alfred E. Johnson 


Ends Slowups, Other Hazards 


“This program,” says Mr. Johnson, 
“is designed to move traffic. To move 
it over vast distances with a new, a 
planned efficiency that may revolu- 
tionize motoring. Instead of the slow- 
ups constantly encountered on ‘con- 
ventional’ highways and in urban 
traffic, these new sweeparounds and 
bypasses will greatly facilitate the 
flow of motoring. 

“Tt ends the bother of traffic lights, 
stop signs, slow zones. It practically 
eliminates the hazards of traffic at 
intersections. It is expected that this 
new network will carry 15% of total 
U. S. traffic, though it represents only 
1.2% of total U. S. road mileage. And 
it will ultimately carry 20 to 25% of 
the total traffic!” 

Some 900,000 people will work on 


the project. Some 50 billion dollars 
will finally be spent on it. Some 49 
million tons of steel will be used in 
road building, and millions of addi- 
tional tons will be used in construc- 
tion equipment. 

A tentative breakdown of the blue- 
print as it now stands: 7,000 miles of 
2-lane highways in isolated areas, plus 
7,000 miles of urban expressways 
either depressed or elevated to speed 
the pace of through traffic, plus 
26,000 miles of multi-lane controlled- 
access throughways. 

The tremendous and continuing 
gain in automobile ownership is the 
basis for the prediction that 70 million 
cars will be using our highways in 
1965. This factor and the annual 2% 
increase in U. S. population have 
been taken into account by the engi- 
neers who are designing the new road 
network so that on its completion in 
1972 it will provide not only for cur- 
rent but future highway needs. 

All of this will further consolidate 
the automobile’s position as an out- 
right necessity with American families 

—for vacationing, business, pleasure. 


National’s Role 


We at National Steel take pride in 


NATIONAL STEEL 


GRANT BUILDING 





the great contribution of the a:ito- 
mobile to the health and prospevity 
of our people and our nation. Because 
National Steel, through three of its 
major divisions—Great Lakes Stee! 
at Detroit, Michigan, Weirton Sieel 
at Weirton, West Virginia, and Hanna 
Furnace at Buffalo, New York— is an 
important supplier of the iron and 
steels, made to the most modern 
standards, that are used by automo- 
bile manufacturers. 

Through the skilled engineering and 
manufacturing of the automobile in- 
dustry, this nation each year enjoys 
ever safer, stronger, more economical 
cars. Our constant goal—through 
research and cooperation with the 
automobile industry—is to make bet- 
ter and better steel for still greater 
safety, strength and economy in the 
cars and trucks of today and tomorrow. 





SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 


Great Lakes Steel Corporation « Weirton 
Steel Company ¢ Stran-Steel Corporation + 
Hanna Iron Ore Company « National Stee! 
Products Company ¢ The Hanna Furnace 
Corporation ¢ National Mines Corporation 
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MODERN SCHOOLS IN THE WASTELAND 


The jungle yields to the power of man armed with modern science and ma- 
chinery. In the wasteland skilled men of Middle and North America are together 
creating banana plantations and thriving communities. Well-equipped, airy 
schools bring the full benefits of education to the children of the workers, mold- 
ing the good citizens of tomorrow. 

This practical guidance will fit these youngsters for the tasks ahead, operating 
farms, railroads and docks that their fathers carved from the jungle. They will 
inherit a strong economy, linking the rich lands of the Americas with the mar- 
kets of the world. The crops of today bring the dollars, machines and manufac- 
tures to make that bright future a reality. 

The Living Circle of trade and communication guards the prosperity of the 
Americas. This free way of life offers the only true security against communist 
aggression. 


United Fruit Company 


General Offices: 80 Federal Street, Boston 10, Mass. 





THIS LIVING CIRCLE 
STRENGTHENS THE AMERICAS 


United Fruit Company has been serving 
the Americas usefully for 56 years—re- 
claiming wasteland, stamping out dis- 
ease, developing human skills, helping 
by research, new techniques and trans- 
portation, to increase the production and 
sale of bananas, sugar and other crops, 
and expediting communications, 








as 


’ 


ing 
Tre- 
lis- 
ing 
ns- 
ind 
ps, 








THE MAGAZINE OF WALL STREET 


C. G. Wycxorr, Editor-Publisher 


1907 - Our 50th Year of Service - 1957 





The Trend of Events 


THE FRONT PAGE TODAY ... Transportation and com- 
munication have so shrunken the distance between 
nations that the world has become one big family. 
We see repeated over and over again the differences 
between the various members of a family—the stable 
and reliable—the unruly and the black sheep—the 
ruthless—and the humane. It started back with Cain 
and Abel. 

Today everything that happens abroad is of im- 
portance to our country and to each of us individ- 
ually. And at no time has it been more necessary that 
‘ur judgment be sound and realistic, because our 
wealth and power has made us extremely vulnerable. 
It is our great weakness too. That is why our press 
gives important front page coverage to news from 
abroad. 

Our stand against the British-French attack on 
Suez so greatly shocked these two nations, as well as 
the other European countries, that it has severely 
bent and possibly even shattered the Western alli- 
ance. However, it has had an important salutary 
effect. It has aroused them to the dangers they face 
-and caused them to open up their frontiers—to merge 
their economies and seek their fortunes together. 

In the issue of February 16, 1957, in our story 
“Britain and Western Europe 


sion of this market to include the British Common- 
wealth of Nations, as well as the affiliates abroad of 
France and the other countries. Altogether, this is 
a decisive step toward a three hundred year old dream 
of European unity, and a realization, too, of the Great 
Design presented to the people of Europe by Henry 
IV of France. 

Among the leaders of devoted men who have long 
labored to make this dream a reality are Paul-Henry 
Spaak of Belgium and Jean Mollet of France, two of 
the most able and realistic thinkers in Europe today. 

In the light of the revolutionary activities in the 
Arab world, it is a heartening economic development 
indeed for the European democracies—and also one 
of great political significance for the world. What 
effect it will have on the position of the United States 
as the erstwhile leader of the West, and on our trade 
and commerce, remains to be seen, in the light of the 
unhealed scars left by Suez. 


WHEN DIVERSIFICATION IS VEXATION . . . Some of 
our readers will recall the jingle of the school boy’s 
lament, “Multiplication is vexation—division is just 
as bad—the rule of three perplexes me—and practice 
drives me mad”. 

Many American corpora- 





Act to Solve Problems”, we 
covered the complete program, 
then in the negotiating stage. 
The three-fold plan... (1) 
means to set up free trade and 
a common tariff against goods 
brought in from the outside— 
(2) Euratom, which would 
make atomic energy a single 
levelopment for all the coun- 


tries concerned — (3) expan- regular feature. 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss _ this 


tions have been both vexed 
and perplexed over some of the 
results that have come from 
their efforts to diversify, to 
multiply their products and 
expand their markets. It is 
natural to want to spread into 
fields that look green, and fre- 
quently it is the other fellow’s 
pasture that seems most lus- 
cious and richest. 
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What happened was that so many other companies 
saw the same opportunities at the same time, that 
it ended in creating over-production and intensified 
sales competition to such a degree that no one was 
able to make money. As a result we see many com- 
panies dropping subsidiaries to avoid further loss. 

In the Textile industry, for example, Botany Mills 
went into the manufacture of finished clothing, only 
to find themselves competing with their own custom- 
ers who were buying their woolens and who did not 
take to the idea at all. Then there is C.B.S., who, 
after considerable expense, promotion and distribu- 
tion, abandoned their manufacture of TV sets to 
avoid a pretty heavy loss, leaving some unhappy 
customers. Another case is Avco, who finally dropped 
their Crosley Division and other lines when they 
found they were unprofitable and a drain on earn- 
ings. We could cite many, many more cases, but these 
few serve to illustrate the point we make—that over- 
diversification and ‘“‘poaching” has not paid off in 
too many instances. 

There is a lesson in this for the investor too, who 
becomes over-enthusiastic on the announcement of a 
new product, the acquisition of a new company, or 
a merger. Whether this is good news or not depends, 
in the final analysis, on what it means to the earnings- 
dividend picture of a company. 


COMING EVENTS CAST MONETARY SHADOWS... The 
shrewd operators in the world money markets de- 
velop a. “sixth sense”, like any other businessman 
who is intensively following the movements in his 
own field. 

These money market wizards believe that the fluc- 
tuation of the currency of any country foreshadows 
the political-economic shifts in the making in a coun- 
try’s affairs. 

Many instances are given to substantiate this 
premise :—The weakening of the French franc early 
last year came just before the revolt in Algeria. . 
the sudden fall of the Argentine peso preceded the 
Peron regime collapse... the decline in Egyptian and 
Israeli currencies began just prior to the Suez inci- 
dent. And these “wizards” now believe that the re- 
cent depreciation in the value of the Spanish peseta 
forecasts economic indigestion for Spain. It is well 
worth watching. 

As a matter of fact, the international industrialists 
and bankers of Europe and Asia are so close to the 
economic and political situation in the countries in 
which they operate, that they move their funds 
quickly from one country to the other when they 
believe a crisis is in the making. This “flight of 
money” has always been a signal that political or 
economic trouble, or both, was brewing in some area 
around the world, and is always reflected in the ex- 
change rate. 

Conversely, an influx of funds denotes economic 
strength, as has been evidenced by Canada, whose 
money has been strong for the past two years. 


THE INDEPENDENCE OF GHANA... This is a great and 
historic moment for the people of the new State of 
Ghana, as they take their place among the nations of 
the World. And we want to add our very good wishes 
to those already received from millions of Americans. 


Born into a world that is swiftly moving into a 
new age—an atomic age—there will be much to do— 
for important responsibilities will have to be shou!- 
dered along with the new freedom. This is true at 
any time, but more than ever today. By building 
solidly, Ghana can become a useful and respecte’ 
member of the World Community. 


EAST-WEST TRADE VS. POLITICS... When Mr. Henrv 
Ford, 2nd, made his San Francisco address, advoca‘- 
ing East-West trade, and trade with Red China in 
particular, he brought to wide public attention 
point of view which had been weighed by many bus - 
nessmen, as well as those who have had dealings wit 1 
the Communist bloc. 

We can well ask how it is possible to reconcile th: ; 
bid with the political aspects of the situation, whic 
would certainly call for recognition of Red Chin:. 
And, if we do recognize Peiping, how could we po:- 
sibly continue the control of the export of strategi: 
goods without being accused of discrimination? 

It is reported that Mr. Ford sent his address d 
rectly to the leaders of the satellite countries, an 
one is led to wonder whether Mr. Ford believes thz 
such an exchange of trade would bring better rel: 
tions and open the road to peaceful coexistence. 

That it would create new markets for our good 
goes without saying, but would this advantage b 
outweighed by the hazards involved, both financi: 
and political? 

This matter should be carefully thought out, a 
such a plan would call for the greatest care and con 
sideration in view of what has gone before,—in th: 
light too,_of the objections we have raised wit) 
countries affiliated with us which attempted to trade 
with Red China. As far as Moscow and Peiping ar 
concerned, it would give them a propaganda advan 
tage that would enable them to declare at any tim: 
it suited their purpose in the future, that our objec 
in opening wide the avenues of trade was not basec 
on our desire to bring peace to the world. Rather 
that this step was taken in self-interest to stimulat« 
our industry at a time when we were looking arounc 
for new markets. 


BACK WHERE WE STARTED... The latest report that 
the Egyptian government has appointed a governor 
to assume control of the Gaza sector forthwith did 
not surprise anyone, because that was Colone! 
Nasser’s expressed intention all along. If we chose 
to hope that we could make him change his mind. 
that was our lookout. 

Also, the talk that he was going to permit the 
World Court to adjudicate the Suez Canal matter 
was wishful thinking too, as Britain and France 
are learning to their sorrow. That he has taken the 
matter into his own hands is clearly evident by his 
statement that the Canal could be used only by 
those who paid full toll to the Egyptian government. 

And now—the next step is up to the U.N. and the 
United States, which have been moving heaven and 
earth in the hope of preventing World War III. It 
seems that Colonel Nasser, who would feel the ful! 
effects of an atomic war, is not afraid. Or maybe he 
is counting on being paid off with an Aswan Dam as 
well as reparations arising from the British-French- 
Israeli venture. 
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What started out as a determined campaign 
to lop $5 billion from President Eisenhower’s pre- 
ceden -Shattering budget has dissipated into a half- 
hearted effort that some experts say may account 
for c. ts aggregating no more than $1.5 billion. The 
press re groups have taken over and there appears 
to be 10 disposition to resist their commands. Mean- 
while Congress and the White House are engaged in 
a standoff which best can be described in a para- 
phrase of Mark Twain’s 
lame it: Everybody is 
talki g about economy 
in Government, but no- 
body is doing anything 
abou~ it! 

It can be stated to- 
day with reasonable 
assu: ance that nothing 
morc than a token cut 
in spending is ahead, 
insu'icient in impact 
upon the multi-billion 
dollar budget to make 
any significant change 
in the spending and 
tax outook, and im- 
portant only because 
it constitutes braking, 
however light the pat 
is on the pedal. 

This pessimistic, but 
realistic outlook, is an 
almost total reversal 
ina span of weeks. By 
submitting a spending 
program of such im- 
mense proportions, 
President Eisenhower 
was instrumental in 
launching a zealous 
crusade for economy. 
The dome of the Capi- 
tol echoed cries of in- 
tdignation and pledge 
to cut. Treasury Secre- 
tary broke with the 
White House (for 
_twenty-four hours) and warned of dire results if 
Congress failed to take prompt decisive action to 
cancel this invitation to hair-curling economic de- 
pression. Even Ike back-pedaled: “Cut the appro- 
priations!” he urged Capitol Hill. 

Optimism held the stage for several weeks. Sena- 
tor Harry F. Byrd of Virginia, whose dicta on 
; Federal finance can, and frequently do become the 
/gospel for Congressional appropriaters, said a $5 
billion slash was possible, a $3 billion cut easy. For 
atime it appeared that the question for decision was 
not will there be cuts, but will they total the $5 bil- 
lion which was bandied about in lobby conversations? 
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THE TRAVESTY OF BUDGET CUTTING 





Now's the Time to Lock the Stable Door 





By JAMES J. BUTLER 


In the enthusiasm there was one voice which seems 
to be heeded more in its echo than in the original 
expression: Speaker Sam Rayburn, early in the 
game, counselled his colleagues not to count on 
budget cuts because, he said, there might not be any. 
“None?” he was asked incredulously. The Texan 
answered that’s what he meant: there may be no 
cuts. 

The first test came. The House of Representatives 
voted a new ceiling on 
public assistance 
grants to the states. 
The effect was to cut 
back Federal partici- 
pation by less than 2 
per cent. The response 
was. instantaneous: 
from across the Na- 
tion, from the State 
Houses, came a roar of 
protest. The ‘“Gover- 
nors’ Lobby’”’ had 
heard the call-to-arms 
and was moving in. 
The assault succeeded : 
the Senate restored the 
full amount of Federal 
gift to the states and 
the first economy move 
of this Congress died 
a’borning. 

Constitutionally, ap- 
propriation bills must 
originate in the House 
of Representatives. 
That branch has the 
first opportunity to 
economize. Came the 
first three major ap- 
propriations bills—Ur- 
gent Deficiency, Treas- 
ury and Post Office, 
and Interior. The 
House, at that point 
still bent on economy 
and assuming the same 
spirit would prevail 
on the other side of the Capitol, sliced a total of 
$189 millions and sent the first of the measures to 
the Senators. The Senate restored $41 million of 
the amount pruned from the Urgent Deficiency ap- 
propriation, and expectation is that even rougher 
treatment is in store for the other money-saving 
clauses. 

Economy-minded Rep. Robert W. Kean, member 
of the tax-laying Ways and Means Committee 
asked: “What do the people want—heavy spending 
or economy ?” 

Politically-minded Congressmen probably could 
supply the answer by (Please turn to page 798) 
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Business Trends Shaping Security Price: 


Regardless of interim rallies, basis for resumption of a general market uptrend is absent. 
Investment attention focuses on business uncertainties and their possible implications for 
corporate earnings. It remains to be seen whether the February lows will hold on the next 
test. A cautious, selective policy remains in order at present. 


ry 

The stock market’s rally from the Febru- 
ary 12 lows was extended in modest degree dur- 
ing the past fortnight, with low trading volume 
attesting to restricted demand—as well as to reduced 
selling pressure for the time being—and with the 
performance toward the end of last week suggestive 
of a top-out. The latter evidence is not conclusive 
at this writing, and could possibly be reversed; but, 
whether the upswing proves to have been completed 
or goes somewhat further, it has all the earmarks 
of a mere technical rebound. The downtrend pat- 
tern, traced by the industrial and rail averages in 
a succession of lower tops and bottoms since the 
spring of last year, is unchanged; and allowance 
must be made for a test of the February lows, 
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By A. T. MILLER 
results of which will be important for future a ‘tio 
At recent best levels, the industrial list had mat 
up almost half of its December-February phase ¢ 
decline, while remaining some 56 points under it 
1956 bull-market top. That might be consi lere 
about “par” for the course, since such retracer ient; 
in downtrend markets have usually ranged fron 
roughly a fourth to three-fourths. The compa ‘abl 
recovery for rails was about a fourth and left this 
average down a sizable 37 points from its May 
1956, top. The limited scope of the rebound doe; no 
imply potentiality for more, since there are ob ‘iow 
reasons why most of these issues have long been i 
the investment-speculative “dog house” and _ sti! 
remain there. 
A Different Story 
Both technically and fundamenially 
the story is quite different for the util 
ity average, which has slightly mor 
than a one-fourth content of natura 
gas stocks. In sharp divergence from 
industrials and rails, its bull-marke 
high to date was attained as recently a 
February 4, even though the better 
ment of the August, 1956, top was frace. 
tional. The subsequent brief decline t 
February 12 was about 2 points, and a 
last week’s best close the average wai 
back to within a hair line of the Febrv- 
ary 4 high. The fundamentals are 
promise of continuing gradual growtl 
of earnings and dividends, offset tem 
porarily by new financing—also cost- 
90 and possible business adjustment. Elim. 
ination since the turn of the year of thé 
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market handicap of rising bond yield 
will continue. There appears to be n 
doubt that the bond market has pu! 
bottom behind, although its rise ha‘ 
been checked at present and possibiltie 
for further recovery are limited unti 
the Federal Reserve shifts to an easy: 
money policy with the objective 0! 
braking threatened recession in busi- 
ness activity. 

The case for an easier credit policy 
is getting stronger. The seasonal Janu 
ary drop in bank loans was about twice 


sumer installment credit has 
slowed to a walk. Business inventor} 
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as large as a year ago. The rise in conf 
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policy has shifted fairly 
generally to the cautious 
side. Employment has 
ceased to rise. Scattered 
instances of layoffs of 
workers are increasing in 
number and have spread 
from soft goods and ap- 
pliances even to some 
capital-good concerns. 
Primary commodity pri- 
ces hive eased ‘significant- 
ly since last November. 


The rise in wholesale 
prices shows flattening- 
out tendencies. Following 
shar) earlier gains, the 


Janu.ry rise in wage-sal- 
ary ncome was nominal. 
Com>ared with a _ year 
ago, “onsumers in the ag- 
greg ite are saving a ma- 
teria ly increased portion 
of d sposable income. Al- 
thou sh still at a high rate, 
stee| activity began to 
ease in recent weeks. 
Tl.is does not foot up to 
conc usive evidence that a 


general business reces- 
sion has begun or soon 
will, although it looks 


“suspicious”. So the Fed- 
eral Reserve probably will : 
temporize and feel its way 17 24 8 1 2 2 
for a further time, aside EMBER DECEMBER 
from its recent pumping 
of some funds into the 
banking system to help meet March credit needs in- 
cident to corporate tax payments. Assuming a shift 
in policy ahead, it would be far from bullish for in- 
dustrial and rail stocks in medium-term implica- 
tions, even though constructive in longer perspec- 
tive. It takes considerable time for monetary moves 
to get results either in slowing a boom or countering 
arecession. A shift to easy money would mean and 
advertise that the Federal Reserve has recognized 
recession in progress, probably doing so somewhat 
belatedly, if past history is any guide. Under those 
circumstances investors would be more repelled by 
shrinkage in corporate profits and threats to some 
dividends than attracted by the increasing spread 
of stock yields over bond yields. The spread always 
widens importantly before a stock market down- 
trend terminates. It has already widened moder- 
ately, but is still rather narrow when viewed in his- 
torical perspective—which is inconclusive in view of 
economic-financial changes over past decades. 








Three Keys In Business Outlook 


Economic activity hinges on three broad types of 
spending: (1) consumer spending; (2) govern- 
mental spending; (3) business spending. Regard- 
less of the soft spots and cautionary signs hereto- 
fore cited, a modest full-year rise in 1957 consumer 
Income and spending seems likely—if only as a re- 
j sult of higher prices. Regardless of talk at Washing- 
‘ton about cutting the President’s fiscal-1958 budget, 
‘total 1957 calendar-year governmental spending— 
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Federal, state and local— probably will be high. 
This year’s increase in business inventories prob- 
ably will be less than half of last year’s, with the de- 


flationary shift perhaps $1.5 billion or so. An 
inspection of plant-equipment outlays shows that 
the total of such new appropriations by manage- 
ments has turned down, but the backlog is huge; 
and it implies a full-year gain in this spending. 
These broad factors suggest little change or even a 
small gain in average business activity this year. 


Market Outlook Cloudy 


But, at best, that leaves the stock market on dubi- 
ous ground. At the present level of costs, it takes 
more than a small gain in activity to maintain cor- 
porate profits or even prevent shrinkage, as was 
seen in 1956. Moreover, the market must look ahead. 
It is not likely to enthuse about capital-goods that is 
maintained out of backlogs previously built up. New 
orders for machine tools, railroad equipment, steel 
and other hard goods are pointing downward. That 
means large reduction of backlogs in a matter of 
months; and it could mean business recession late 
this year or in 1958 after we have moved along a 
plateau through most or all of 1957. 

A market disaster seems unlikely—but why guess? 
It is prudent to assume that a bottom has not yet 
been seen. It is best to await further tests with ade- 
quate buying reserves, and to make portfolio ad- 
justments along conservative, selective lines. 

—MONDAY, MARCH 11. 
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IS DOLLAR INFLATION DESIRABLE— 


€EAO Ee IS MONEY SUPPLY ADEQUATE? 


A Guide to the Arguments on Both Sides of A Crucial Econo nic 
Issue Facing American Businessmen, Labor Leaders, Invest rs. 


By HOWARD NICHOLSON 


Today there are two entirely opposing 
schools of thought. On one side are those who want 
easy money, even though it can bring an expanding 
currency inflation—and on the other are those who 
want to hold the line because they believe we have 
reached a danger point in government debt and in 
the value of the dollar that makes the prevention 
of inflation imperative. 

Let us deal with the matter realistically. In early 
1957 the nation’s money supply amounts to about 
$220 billion. This is four times greater than the sup- 
ply in the 1920’s and 1930’s, and almost 30% greater 
than the supply at the end of World War II. 

Has the money supply risen too fast? Should it 
be held at its present level? Or should it grow along 
with national growth? And—who benefits and who 
gets hurt when it grows? How do investors stand 
with respect to the money supply? 

This is a small sample of the questions that now 
arise in connection with the mysterious phrase 
“money supply”. Few outside the financial com- 
munity and the banking fraternity know all the 
wrinkles in this most complicated of economic sub- 
jects, yet there are few who would not be affected 
by any important change in the supply. It would 
not be too much to say, in fact, that no single ques- 
tion in the whole field of business now has more 
central concern and significance for businessmen, 
labor leaders, union members, bankers, and, not 
least of all, investors. 

The money supply is the existing stock of fully 
liquid assets that can be brought 
to bear for the purchase of goods 
and services. It consists of currency 
demand deposits and savings de- 


posits (exclusive of U.S. government deposits). T nis 
is the broadest definition of money supply, and one 
commonly used by statistical agencies. For exam))le, 
the money supply now consists of about $28 bill.on 
in currency, $82 billion in saving deposits, and $ 10 
billion in demand deposits. All of this $220 bill on 
total could be called upon in a moment by indi- 
viduals and corporations, if they felt a sudden «nd 
overwhelming urge to spend all money assets. (‘he 
result of such an improbable impulse, of course, 
would be to drive prices upward in an inflationary 
wave. On a small scale, such waves occur in scare 
buying periods, such as in the months immediately 
following the Korean war). 

Individuals and businesses own additional hun- 
dreds of billions in other types of assets which are 
of a near-money type; for example, corporate stocks 
and bonds, U.S. Savings bonds and other govern- 
ment bonds, ete. Efforts to spend these can also 
wreak inflationary havoc, but these are not part 
of the money supply; their dollar value is not fixed 
immutably; they must be converted into money to 
become legal tender for payment of obligations 


The Active Money Supply 


Another definition of “money supply” that is 
often used includes currency and demand bank (e- 
posits, but excludes saving or “time” deposits, be- 
cause the latter are not considered particularly 
active. Savings deposits, which draw interest, are 

likely to stay at rest in a savings 
bank for a relatively long period, 
rather than to change hands fre- 
quently like cash or demand de- 
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posits. Under this narrower definition, the money 
supply now amounts to about $140 billion, or about 
six times as much as during the 1920’s. This $140 
billion is the high-velocity medium of exchange used 
to conduct the nation’s business: to pay the divi- 


dends, the wages and the interest costs of business, © 


as Well as the grocery bill, the rent and the depart- 
ment store bill of the individual family. It is the 
nation’s circulating capital; its pocket change. And 
the faster we spend, the faster it “circulates”. Its 
rate of circulation—that is, the rate at which it 
changes hands, is called the “turnover rate”. 


Money Supply History 


A- long as we have had a central Federal Re- 
serv: system, control of the money supply has been 
one of its principal functions. The Federal Reserve 
controls the money supply because it controls the 
leve! of individual member banks’ reserve credit, 
and banks can create new deposits only in a definite 
proportion to their volume of reserve credit. 

During the years prior to World War II, this 
function was not nearly so important as it became 
later; the supply of money was, within limits, al- 
lowed to regulate itself through the normal influ- 
ences of supply and demand, which operate in the 
money market as anywhere else. From the 1920’s 
into the middle 1930’s, money supply certainly fluc- 
tuated, but did not undergo any long secular trend 
either up or down. 

Under the innovational fiscal policies of the New 


' Deal, and then later under the exigencies of total 


war in the 1940’s, the money supply began to grow 
in increasingly large annual jumps. In effect, the 
large federal deficits of those years were “‘mone- 
tized” —converted into money—by the sale of govern- 
ment bonds to the banking system. When these sales 
were made, the purchasing banks merely set up 
deposits for the government, in the amount of the 
bonds purchased. The government then “spent” 
these deposits for tanks, guns and planes (or, in 
earlier years, for welfare projects). As it drew 
down its accounts, the individuals and businesses 
to which it made payments built 

up their accounts. The debt thus 
gradually worked its way into the 
nation’s bank deposit structure; = 
it became part of the money | 
supply. 

During a few years of World 
War II, this monetization of debt 
was occurring at a rate of about 
$50 billion per year. The only 
way this infusion of money can 
be gotten out of the system is 
for the government to repay por- 
tions of its debt, which would 
put the process into reverse, and .« 
gradually ‘“demonetize”. (There 
is little likelihood that this will «© 
be done on a significant scale in 
the foreseeable future). 

in the years after World War 
II, the huge additions to the 
money supply during the war 
years have gradually become ,,. 
more active; the rate at which 
they are being spent has in- "920 192s 
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creased. This increase has taken the form of a per- 
sistent, almost continuous rise in the value of na- 
tional output, owing partly to the stimulation of 
added spending, and partly to price rises traceable 
to the swollen money supply chasing limited quan- 
tities of goods. However, and this is now the nub 
of a key public issue, the rise in national output 
has been outrunning any further changes in the 
money supply for about 10 years, and the money 
supply available per unit of output has been declin- 
ing ever since 1945. The ratio of money supply to 
Gross National Product, for example, has declined 
almost continuously over the past decade, and is 
now lower than at anv time since 1931! 


Rate of Annual Money Turnover Nearly Doubled 


Paralleling this decline in the ratio of money 
supply to the supply of goods has been a sharp rise 
in the rate at which the existing money supply is 
being used. At the end of World War II, the turn- 
over of demand deposits was about 13; that is, each 
dollar of demand bank deposits, on average, was 
drawn out of one account and deposited in another 
13 times during a year. By 1956, this ratio had risen 
to about 20; it is now about 23, and still rising. 
These figures apply to banks outside major cities. 
In New York City, where the deposits turn over 
exceedingly rapidly because of the large volume 
of financial transactions, the turnover rate has risen 
from about 25 in 1946 to almost 50 at the end of 
1956. 

These turnover rates are indicative, but not yet 
frightening. In the late 1920’s during the great 
era of speculation, turnover of New York City de- 
posits rose above 80 (and reached 124 in 1929) ; in 
banks outside major cities, the rate averaged about 
35 during the 1920’s (and reached over 40 in 1929). 


Are We Approaching A Money Supply Crisis? 
Nevertheless, the rise in turnover rates, and the 


sharp fall in money supply as a percentage of gross 
national output, suggests that we may be nearing 


NATIONAL PRODUCT AND DEMAND DEPOSITS ADJUSTED AKD CURRENCY 
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a practical limit in business ac- 
tivity. It suggests that with the 
money available in the system, 
a national output much higher 
than the present annual rate of 
$425 billion will be impossible. 
To pursue this argument, it is 
necessary to make an important 
additional distinction. 

It takes more money to buy a «! 
$100 piece of furniture than it 
does to buy the same piece of 
furniture at a price of $80. This 
absurd little truism is, unfortu- 
nately, often lost sight of in dis- 
cussions of the adequacy of 
money supply. For as prices have 
risen sharply in the postwar 
vears, the need for money has 2} \ -o- 
grown accordingly, and the mon- 
ey supply has turned over faster. 
If prices had not risen so sharply, 
today’s money supply would seem 
very adequate indeed. Some 
measure of the tremendous infla- 
tion of the past two decades is 
afforded by the fact that whereas the nation got 
along fine with a $50 billion money supply in the 
1920’s it now feels cramped with a $220 billion 
money supply. 

All of this would not now be in issue if the Fed- 
eral Reserve Board and the Treasury Department, 
acting together, had not seen fit over the past 
eighteen months to curb further growth in the 
money supply. By restricting the expansion of bank 
credit, and by ending the monetization of debt, these 
two agencies have held the growth in active money 
supply to virtually nothing over the past year. 

The obvious purpose of these restrictive policies 
has been to restrain and if possible eliminate a 
new wave of price inflation that threatened to en- 
gulf the fixed-income earner, and carry away the 
purchasing power stored up by prudent savers over 
the past years. The effort to stop inflation took the 
altogether practical and sensible course of trying to 
arrest the volume of money chasing the available 
supply of goods. And the policies appeared to have 
been endorsed by voters at the polls last November. 

However, one of the most insidious aspects of 
long-term inflation is that it gets finally to be a 
way of life, and there is no gainsaying the fact that 
the policy of controlling the money supply has re- 
cently been attracting attacks, some from very im- 
probable quarters. Even a few leaders of American 
business, among them the President of General Mo- 
tors, has seen fit to condemn the policy as not leav- 
ing room for national growth. 

Mr. Curtice’s opposition to monetary control is 
interesting, but maverick, and with little general 
support in the business community. Much more cru- 
cial, however, is the objection of unionized labor. 
For labor sees, in the control of the money supply, 
one of the great national weapons that can be used 
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to disarm it of its monopolistic powers. This is the 
hot core of the money supply argument. It ‘Jets 
little publicity; the public fight over money pclicy 
concerns itself with trivialities and opaque the or- 
zation, But unions are now increasingly aware — hat 
if public sentiment could be mustered strongli in 
favor of controlling the money supply, the posi‘ion 
of unions would be radically weakened, and the 
decade-long surge of uneconomic wage increvses 


might well be brought to a halt. No issue is off 


greater concern to the public, or to labor itself. 
Unions and the Money Supply 


For the fact seems to be that mammoth wage in- 
creases are beginning to run into a new kind of 
barrier. Throughout the inflation of the past twenty 
years, the new demands for circulating money to 
meet higher wage payrolls could be found simply 
enough by expanding the total supply of money. 
It is not intended to convey that this was done con- 
sciously, with a view to fostering higher wages. But 
war and the policies of a free-spending political 
party kept the money supply rising, and wages rose 
to absorb the oncoming supply. Uuder conservative 
money policy, the fantastic rise in average hourly 
earnings since 1947 would have been quite impos 
sible; they would have implied a turnover rate 0 
the limited money supply vastly higher than was 
ever experienced before. 

The relationship between money supply ané 
wages is simple enough. If the money supply is 
rising rapidly, dollar demands for goods are high. 
Businesses are borrowing, perhaps for inventory, 
or for new plants; banks set up deposits agains 
these loans; the business draws down its deposits 
to pay its obligations, and the funds reappear i 
the deposits of the wage-earners and other busi: 
nesses which receive the payments. These deposits 
are available for spending, perhaps for the very 
goods manufactured by the borrower corporation. 

If the wage-earners (Please turn to page 76) 
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%e Timely 1957 Report 


NE sr : on 
Corporate Liquidity 
Th : 4 F ~~ — PRACTICAL BASIS FOR 1957 EARNINGS TODAY 


vv COMPARISON BETWEEN 1955 AND 1956 — 
e e Working Capital Position versus Accounts Payable 
e Assets in Inventories — Order Backlogs 
® Ratio of Earnings to Dividends 


e Evaluating Growth — Static — Declining Position 
— of Individual Companies 


is the By S. D. SLATER The tendency for prosperity to undermine cor- 


jets aa é : 
oli porate liquidity is an economic paradox that was 
oll demonstrated convincingly in 1956. In a year that 
> thal was notable for the records achieved in most sectors 


ly @ of the economy, with gross national product climb- 
3;/i0nll ing to an all time high of $412 billion, cash resources 
d. the * ay of most corporations experienced sharp contrac- 

i tions. Yet this occurred against a background of 
generally well maintained working capital positions. 
Inventories and receivables frequently rose in about 
the same proportion that cash items declined, leav- 
ing current ratios of assets to liabilities generally 
unimpaired. 

The nature and the possible consequence of this 
transformation in the composition of working capi- 
tal during 1956 may best be seen from the accom- 
panying table. This is a tabulation of a diversified 
list of thirty New York Stock Exchange companies 
that have already published 1956 annual reports. 
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— eA Selected at random and representing most of the 
ms But : important industry segments of the economy, these 
litical leading companies constitute about as good a sample 


of 1956 working capital trends as can be had this 
early in the new year. For each company, a com- 
parison was made between 1956 and 1955 of the 
pertinent ratios that best define the various working 
capital items. Actual dollar amounts of cash, receiv- 
ables, inventories, accounts and notes payable and 
other constituents of current position have little 
significance in themselves. They can be intelligently 
appraised only in terms of their relation to one an- 
other and to such measures as the company’s sales 
volume. 

It may be noted from this tabulation that al- 
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ae though working capital in most cases increased in 

a a 1956 over 1955, these gains usually corresponded 

+“ i to sales increases. The result was that working 
l . 


capital per dollar of sales remained about the same 
or changed only moderately between 1956 and 1955. 
The percentage rose appreciably for a few compa- 
nies like Caterpillar Tractor, which paid off current 
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obligations of $17 million and expanded inventories 
and receivables by $50 million; Emerson Radio, 
which had working capital of about $24 million in 
both years but experienced a sales decline to $73.9 
million in 1956 from $87.4 million in 1955; Gamble 
Skogmo, whose working capital position improved 
somewhat in the face of a moderately lower sales 
volume; and Scott Paper, whose working capital— 
sales ratio more than doubled despite the fact that 
1956 sales soared to $270.3 million from $246.7 
million the year before, and cash outlays for plant 
and equipment rose sharply. The answer lies simply 
in a $60 million net addition to Scott’s long term 
debt represented by the flotation in 1956 of an 
issue of 3% convertible debentures. Though much 
of this new money was devoted to capital expansion, 
a considerable amount found its way into working 
capital in the form of cash and marketable se- 
curities. 

And working capital per dollar of sales declined 
noticeably between 1955 and 1956 in the case of 
Clark Equipment, whose working capital remained 
unchanged at around $40 million while sales volume 
jumped 11%; I.B.M., whose working capital—sales 
ratio was cut sharply by a substantial sales gain in 
1956 and a $7 million drop in working capital 
caused by a decline in U. S. Government securities 
and tax notes of greater magnitude than the in- 
crease in inventories and receivables; and United 
Fruit, whose working capital dropped some $13 mil- 
lion in 1956 reflecting reduced holdings of U. S. tax 
notes and cash against a background of fairly static 
inventories and receivables. 

But except for these special cases, a generally 
satisfactory working capital to sales relationship 
was maintained in 1956. It is also interesting to note 
that, for most companies, working capital as a per- 
centage of sales last year did not vary too much 
from the 1946-55 average shown in column 3. Some 
companies even recorded a significant improvement 
over their ten year average of sales to working 
capital. But in these few cases, as with the occasion- 
al declines from the 1946-55 average, special cir- 
cumstances were present: long term changes in the 
nature of the business which has altered the work- 
ing capital-to-sales requirement, recent substantial 
outside financing, or a sharp drop in sales volume in 
1956 which threw the traditional working capital- 
sales relationship out of balance. The latter two 
case are illustrated respectively by Scott Paper and 
Emerson Radio, noted earlier. 

Taking working capital by itself, in terms of cur- 
rent ratios for 1956 compared with 1955, few really 
significant changes are in evidence. A company’s 
sales volume is usually the best standard against 
which to measure the adequacy of working capital. 
But even when comparing current assets to current 
liabilities for both years it is apparent that, except 
for some of the special cases already discussed, 
there was no general improvement or deterioration 
in current ratios in 1956. 

Deere & Company, whose current ratio jumped 
from 6.6 to 10.1, is an unusual exception which il- 
lustrates just how misleading current ratio analysis 
can sometimes be. The improvement resulted from 
the fact that current assets declined 7.5% to $332 
million from $359 million in 1955, while current 
liabilities declined nearly 40% to $33 million from 
$54.5 million. Yet in actual totals, current assets 
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Statistical Data Of 

Working Capital Working Capital py 

(millions) dollar 0! sales 

1956 1955 1956 1%5 

Armour & Co.** $165.9 $157.2 8.2¢ 8.0 
Atlas Powder 20.0 17.9 29.9 297 
Automatic Canteen* 11.1 10.7 11.2 2 
Carborundum Co. 32.1 29.4 30.6 317 
Carrier Corp.** 66.8 70.0 34.6 35.8 
Caterpillar Tractor 164.2 101.7 23.9 19.4 
Chrysler Corp. 208.2 305.4 7.8 8.8 
Clark Equipment 39.8 41.6 27.3 317 
Deere & Co.** 298.8 304.8 95.3 89.7 
Douglas Aircraft! 87.4 83.5 8.1 96 
Emerson Radio** 24.3 24.9 32.9 285 
Fairbanks-Morse 40.1 37.8 29.7 33.8 
Firestone Tire** 321.3 308.2 28.8 274 
Gamble-Skogmo 34.0 29.7 33.6 285 
General Motors 1,746.0 2,058.2 16.2 165 
General Tire‘ 68.9 52.4 17.7 177 
1.B.M. 124.2 131.3 16.9 23.3 
International Harvester** 425.1 399.4 34.0 34.2 
International Shoe+ 99.4 96.3 37.3 367 
Jewel Tea 27.3 28.3 8.2 9.2 
Johns-Manville 41.2 37.2 13.3 13.1 
Koppers Co. 70.1 61.6 22.9 27.0 
National Distillers 211.2 215.9 38.9 43.1 
National Sugar Refining 14.4 13.0 8.4 9.0 
Scott Paper 73.3 33.3 27.1 13.5 
Stevens (J. P.)** 131.8 115.7 35.4 36.0 
Union Carbide 477.7 454.2 36.1 369 
Union Tank Car 6.2 6.2 17.9 20.3 
United Fruit 49.0 62.1 14.3 18.6 
Western Auto Supply 63.0 61.3 29.9 31.0 

*September 30 fiscal year. 
**October 31 fiscal year. 
+November 30 fiscal year. 











declined. $27 million and current liabilities onl) 
$21.5 million. The current ratio improved because it 
is based on percentage changes in current assets 
versus current liabilities, and seemingly ignored thé 
fact that Deere & Co. lost more current assets i! 
1956 than it did current liabilities. Current rati 
analyses of business firms must therefore be cor 
ducted with care, and in any event only in conjunq 
tion with other more comprehensive studies of cur 
rent position. 


Inventories Mounted — Turnover Slowed Down 


Inventory position is naturally of basic impor 
tance in any examination of corporate liquicit 
Columns 5 and 6 indicate that 1956 saw a moderatt 
but unmistakable build-up of inventories, in relatiol 
both to sales volume and to total current assets. I 
column 5, inventory turnover was determined }i 
dividing sales in each year by the average inventor 
carried during the year. In twelve cases there was! 
significant decline in the inventory turnover or, if 
other words, inventories rose as a percentage (f 
sales volume. Had these figures been computed of 
the basis of year-end 1956 and 1955 inventorie 
rather than on an average for each year, the declin 
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W orking Capital and Liquidity of Individual Companies 


Working Capital per Ratio of Current Assets Ratio of Sales to 


dollar of sales to Current Liabilities Inventories 
average 1946-55 1956 1955 1956 1955 
8.3¢ 276 2.53 13.0 12.8 
30.2 3.35 3.41 8.2 7.9 
7.3 2.34 2.02 12.3 19.2 
34.7 4.29 4.27 5.1 4.4 
30.1 2.47 3.58 4.1 5.0 
24.9 2.85 1.99 4.3 4.5 
11.3 1.45 1.52 7.6 10.7 
28.2 2.29 2.86 3.6 4.3 
an 10.09 6.59 2.8 3.1 
15.0 1.43 1.55 11.8 10.4 
23.4 2.51 2.75 4.6 6.2 
40.2 2.34 2.35 2.9 27 
26.9 3.00 3.45 49 5.4 
24.3 4.19 3.69 4.1 3.6 
18.0 2.43 2.54 6.5 8.5 
22.6 1.88 1.74 72 6.5 
18.2 2.24 4.05 25.9 24.2 
30.8 3.87 3.29 3.9 3.8 
39.1 4.18 4.54 3.6 3.6 
9.3 2.10 2.44 14.2 14.5 
14.2 1.86 1.82 10.5 11.4 
23.7 2.74 3.05 7.0 6.4 
41.8 4.72 5.92 4.2 3.9 
95 2.17 2.43 12.3 15.6 
16.7 3.02 2.00 5.7 7.0 
31.6 3.25 2.73 4.0 4.2 
35.3 3.0! 2.91 5.0 5.1 
31.1 2.11 2.23 14.3 17.4 
N.A. 2.15 2.71 29.0 27.4 
29.5 5.20 5.35 52 5.9 


Inventory asa % Ratio of Cash and Securities % of Earnings Paid Out 


of Current Assets to Current Liabilities In Dividends 

1956 1955 1956 1955 1956 1955 
52.4% 60.3 21 .23 
30.5 30.1 1.16 1.21 42.7% 49.0% 
42.6 36.7 59 79 44.8 46.4 
46.8 56.3 98 75 43.4 48.2 
48.5 41.5 35 88 45.6 46.7 
71.3 66.2 5 12 32.1 39.6 
46.7 43.5 44 .60 131.0 34.8 
61.3 57.3 35 .50 51.7 44.4 
32.6 31.5 1.47 1.83 65.5 44.7 
36.6 32.3 36 54 44.6 52.3 
45.7 34.8 14 52 750.0 46.9 
66.7 69.9 22 12 48.5 63.3 
50.1 48.8 .28 42 41.7 34.9 
53.0 62.8 94 1.03 39.2 49.2 
58.0 47.2 5S .90 66.2 50.9 
40.4 39.3 14 5 28.9 28.9 
15.6 12.5 .68 1.76 29.0 29.3 
56.0 54.5 1.04 1.11 63.3 55.6 
56.9 58.2 .28 39 68.0 77.4 
48.4 45.3 67 87 48.0 57.3 
35.6 31.6 41 48 60.0 57.9 
43.2 42.6 33 .38 49.9 50.8 
58.0 47.9 51 1.08 46.5 62.5 
64.5 48.2 22 61 64.8 76.9 
50.7 58.8 .87 28 66.3 67.9 
57.3 41.0 .28 31 72.1 58.1 
40.6 34.4 1.11 1.29 64.8 62.1 
25.0 16.9 73 1.01 62.6 57.7 
12.2 12.7 1.38 1.78 87.0 78.5 
53.4 56.0 61 81 48.8 49.1 








in turnover would have been more pronounced. This 
would have reflected the substantial inventory ac- 
cumulation in the final quarter of 1956, particularly 
by manufacturers of producers durables. In only 
two cases, Carborundum Co. and Gamble-Skogmo, 
did inventory turnover increase moderately over 
1955 results. 

Inventory accumulation shows up more clearly in 
column 6, which tabulates inventories as a percent- 
age of current assets. In 19 of the 30 cases, this per- 
centage increased noticeably, and in only 3 cases 
did it decline by any significant amount. The decline 
for Scott Paper, of course, reflects the substantial 
influx of cash from the convertible debenture financ- 
ing. Current assets rose more than the gain of almost 
40% in inventories in 1956. 


For most types of business, inventories are by far 


the least liquid component of current assets. Or if at 
all liquid, they generally take longest to convert into 
cash, and rarely can anything near the full book 
value of a company’s inventories in various stages 
of production be realized. The fact that in 1956 
there was an unmistakable increase in the propor- 
tions of inventories means that the liquidity of cur- 
rent assets deteriorated, even though nothing very 
startling happened to the current ratio or to work- 
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ing capital as a whole. Moreover, added significance 
is given to the inventory—current assets relationship 
by the declining tendency of inventory turnover in 
1956. 


Receivables Show an Increase 


Just how serious was the deterioration of cor- 
porate liquidity last year? The ratio of cash and 
marketable securities to current liabilities, as tabu- 
lated in column 7, is emphatic on this point. In 
nearly every one of the 30 cases, this cash ratio 
dropped sharply. Scott Paper was a notable excep- 
tion, for the reasons previously cited. Receivables 
were in most instances higher last year than in 
1955, it should be noted. These items are usually 
more liquid than inventories, though the practical 
difficulties of converting receivables into cash can 
often be very great. 

However, the liquidity of any company ultimately 
and decisively depends on its available cash and the 
equivalent of cash, such as readily marketable se- 
curities. To say that receivables are mounting along 
with the inventory build-up, which is what has been 
happening lately, is small comfort to the hard- 
pressed corporate treasurer who must service liabil- 
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ities as they come due, meet 
payrolls and rent bills, and pro- 


: : Current Statistics on 30 Companies 
vide for other ironclad fixed E 





charges that only ready cash 
will satisfy. 

The pronounced and _ wide- 
spread deterioration in the cash 
ratio to current liabilities might 
well be cause for some concern, 
particularly in view of the ac- 
companying inventory build-up. 
One of these factors occurring 
without the other usually has 
far less significance than their 
combined impact. Both merit 
eareful scrutiny in the months 
ahead. 


Armour & Co. 
Atlas Powder 
Auto. Canteen 
Carborundum 
Carrier Corp. 
Caterpilar Tract. 
Chrysler Corp. 
Clark Equip. 
Deere & Co. 
Douglas Aircr. 
Emerson Radio 
Fairbanks Morse 
Firestone Tire & R. 
Gamble-Skogmo 
Gen. Motors 
General Tire & R. 
Int. Bus. Machines 


Dividend Pay Out Ratio 
More Conservative 


Dividend paying ability as 
well as debt servicing ability is 
directly affected by a corpora- 
tion’s available cash resources. 
As tabulated in column 8, our 
30 companies in 1956 showed 


Int. Harvester 
Int. Shoe 
Jewell Tea 
Johns-Mansville 


some tendency toward generally Sappers So. 
lower pay-out ratios, or the per- Nat. Distillers 
centage of common cash divi- Nat. Sugar 
dends to available net income. Scott Paper 


Stevens (J. P.) 
Union Carb. & Car. 
Union Tank Car 
United Fruit 
Western Auto Sup. 


Twelve companies paid out a sig- 
nificantly smaller percentage of 
income in 1956 than in 1955. 
The pay-out increased for seven 
companies exclusive of Chrysler 
and Emerson Radio, whose 
greatly mushroomed _percent- 
ages mean merely that at least 
some cash payments were made 
in the face of sharply lower 


1—Paid in stock. 
*—Plus stock. 





Dividends Per 


Share Recent Price Range 


Earnings Per Share i 
1955 1956 1955 1956 Price 1956-1957 Rating 
$2.26 $ 3.09 10%! 15 24-13% Cl ; 

4.70 5.61 $2.30 $2.40 69 91 - 6134 Al 

2.21 2.68 1.05 1.272 35 3558- 222 B62 

3.01 3.68 1.45 1.60 41 4552- 3112 Bl | 

4.82 5.26 2.35 2.40 58 65'%4- 4912 BI 

4.18 6.08 1.60 1.95 93 962- 55’2 Al } 
11.49 2.29 4.00 3.00 71 87 - 60 Al } 

4.23 4.11 2.12 1.87 57 75\2- 4634 B2 i} 

3.91 2.67 1.75 7S 30 347%%- 2538 BI | 

7.65 8.96 4.00 4.00 80 9558- 722 ~=-BI 

1.28 .04 .60 .30- 6 13%- 5% C3 

2.21 2.81 1.75 1.40 57 65 - 38% BI 

6.82 7.43 2.50 2.60 89 98 - 68 Al 

1.22 1.53 .60 .60 10 11% 93% Cl 

4.26 3.01 2.16 2.00 40 49%- 38% Al | 

7.67 691 2.00 2.002 68 72%- 4746 B2 | 
10.64 13.10 3.20- 3.60° 527 550 -400 Al 

3.60 3.16 2.00 2.00 37 4158- 33% <A2 

3.10 3.53 2.40 2.40 40 4434- 38 BI 

3.49 4.16 2.00 2.00 52 55 - 4434 Al 

3.67 3.50 2.12 2.25 46 5834- 43% Al 

4.92 5.01 2.50 2.50 56 74\2- 512 BI 

1.60 2.11 1.00 1.00 27 29328- 2034 BI 

3.25 3.86 2.56 2.50 36 39 - 33% BI 

2.65 2.78 1.80 1.85 60 75'2- 57% =A 

2.16 2.08 1.25 1.50 21 2734- 20 c3 

4.83 4.83 3.00 3.15 110 13338-1005: Al 

2.60 2.40 1.50 1.60 29 36 - 2734 BI 

3.82 3.45 3.00 3.00 46 55 - 43% B3 

1.61 1.74 1.57 1.70 15 1634- 1438 BI 
RATINGS: 
A—Best Grade. 1—Improving earning trend. 
B—Good Grade. 2—Sustained earning trend. 
C—Speculative. 3—Lower earning trend. 
D—Unattractive. 











earnings. 








It is interesting to note that 

in most instances of a lower 1956 pay-out ratio, it 
was simply a case of the same or slightly higher div- 
idends as in 1955 being disbursed from considerably 
higher net income. Not higher earnings alone but 
ample cash funds finally determines what is paid 
out to stockholders. Though the figures in column 
8 are not emphatic enough to form the basis of any 
sweeping generalizations, they do suggest a trend 
toward greater dividend conservatism which could 
be intensified this year and next by increasing cash 
stringency. 


Squeeze On Cash Brings Financing Problems 


What other practical implications for the business 
outlook can be drawn from this evidence of declin- 
ng liquidity of corporate working capital? One of 
the foremost sources of strength in the 1956 econ- 
omy was the unprecedented expenditures for pro- 
ductive facilities by business firms. Capital outlays 
as a whole by the end of 1956 had risen 20% from 
the year earlier level, to an annual rate of $37 bil- 
lion. What makes this remarkable is that the in- 
crease came after a comparable rise during 1955. 
Inventory accumulation in 1956 was uneven but for 
the year as a whole it proved substantial, a situation 
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well in evidence in our 30-company analysis. 

The rise in business capital outlays and the in- 
ventory build-up greatly magnified the financial 
and, specifically, cash requirements of corporations. 
Financial markets thus came under increasing pres- 
sure, since credit demands were also greater for 
consumers, state and local governments, and mort- 
gage borrowers. 

Corporations had to compete for outside funds as 
never before in their postwar experience; cash gen- 
erated internally from retained earnings and depre- 
ciation charges simply could not keep pace with 
soaring capital outlays and inventory accumulation. 
With the ratio of cash items to current liabilities 
down sharply, as was almost universally the case 
with our 30-company tabulation, flotation of secur- 
ity issues and bank loans had to be resorted to in 
most cases. Of the thirty tabulated companies, sub- 
stantial increases in long term debt of one form or 
another were effected during 1956 by Carborundum 
Co., General Tire, I.B.M., Scott Paper, J. P. Stevens, 
Union Tank Car, Chrysler, and National Sugar Re- 
fining. Many of the other companies expanded bank 
borrowings, presumably as a temporary alternative 
to the high priced capital markets. 

If general business (Please turn to page 796) 
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WHAT INDUSTRY IS DOING 


ABOUT ATOMIC ENERGY 


lL, all of 1956 the United States produced 
aid sold commercially just 765,000 kilowatt hours 
o industrial atomic power. For that power, a by- 
p-oduct of its land-based experimental submarine 
eigine at West Milton, N. Y., the U. S. atomic en- 
e gy commission received $2,295.45 from the Niag- 

a Mohawk Power Corp. 

In October at Calder Hall Great Britain began 
«erating the world’s first large-scale atomic power 
} ant—a plant capable of producing in less than 
« ght hours as much industrial power derived from 
«tomic energy as was generated and sold in this 
country throughout the whole of 1956. 

But comparisons are, of course, odious, and the 
evil presumably can cite statistics as well as scrip- 
ture for his own purpose. Experts disagree as to 

hether this country is pushing development of 
ndustrial atomic power as rapidly as it could or 

hould. But facts and figures can be cited to show 
hat it certainly has not been standing still and that 

'. S. industry is spending and making millions in 
the field of atomics. 

Britain may have the world’s first big-scale atomic 
power plant in its 100,000-kilowatt station at Calder 
Hall. But Calder Hall is not purely a power plant; 
it also is a military facility for the production of 
ylutonium for nuclear weapons. 

The world’s first plant designed solely to generate 
electrical power from atomic heat is moving steadily 
toward completion at Shippingport, Pa. The AEC 
hopes it will be operating before the end of 1957. 
When it does start up, it will add 60,000 kilowatts 
to the system of the Duquesne Light Co. of Pitts- 
burgh. Eventually its capacity will go up to 100,000 
kilowatts, about 8“ of Duquesne’s present capacity. 


Necessity Pushing British 
Nuclear Progress 


Why did Britain get under the 
wire first? Statistics give the an- 
swer: right now Britain must im- 
port 19 per cent of the coal it needs 
for power; by 1975, without atomic 
power, it would have to import 40 
percent. This country, rich in coal, 
just doesn’t have the economic in- 
centive for any “crash program” to 
build atomic power plants. It can 
afford, what Britain cannot, to take 
the time needed to “‘perfect the art,” 
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Elements 


Participating in Plants Being Constructed Primarily by AEC as Part of Its 5-Year Reactor Development Program 


NUCLEAR POWER PLANTS 


an expensive and ef- 
ficiency-cutting heat 
exchanger. This govy- 


Investor-Owned Electric Utilities Participation ernment-built plant, 
February 21, 1957 though small and cost- 
(Based on Published Information) ly (counting the ex- 
ense of research and 
PLANTS UNDER CONSTRUCTION OR IN IMMEDIATE PRE-CONSTRUCTION PHASE Pp 
= nies ee : development), cou'd 
Electrical make more complex 
Capacty Estimated In plants like Calder H»!! 
of Plant Cost to Operation and Shippingport O}- 
Organization - donee (Kilowatts) Location Organization By solete if it fulfills i-s 
IG . T- 
Independent Industrial Program present promise. 
1. Consolidated Edison Co. of Pressurized Water 236,000 Indian Point, $55,000,000 1960 : . 
New York, Inc. Thorium-Uranium N. Y. Reactors Being Buil 
Convertor by Three Companie ; 
2. Commonwealth Edison Co. Boiling Water 180,000 Grundy County, 45,000,000 1960 
Nuclear Power Group, Inc. wl. But Shippingpo t 
3. Pacific Gas and Electric Co. Boiling Water 3,000 Livermore, 600,000 1957 and Argonne’s boiling 
Prototype for Calif. 
Becaten ont water reactor are go" - 
ernment-owned, part 
As Part of AEC Power Demonstration Reactor Program of the 10-reactor ex- 
4. Power Reactor Development Co. Fast Breeder 100,000 Monroe, Mich. 54,000,000 1960 perimental program < ¢ 
The Detroit Edison Co. the AEC. What about 
5. Yankee Atomic Electric Co. Pressurized Water 134,000 Rowe, Mass. 34,500,000 1960 € " a abot 
Using Steel Clad privately-finance' 
Uranium Oxide Fuel atomic power ? The in 


mediate picture doesn 
take long to describe. 


6. Duquesne Light Co. Pressurized Water 60,000 Shippingport, 15,000,000 1957 Only three privately : 
Pa. financed nuclear powe ° 

7. Southern California Edison Co. Sodium Graphite 7,500 Santa Susanna, 1,000,000 1957 plants are now actua 
Calif. 


ly under constructior 














two large, one smal 





to discover by painstaking research and develop- 
ment the kinds of atomic reactor most likely to pro- 
duce power competitive with that from coal-fired 
plants. Whereas Britain decided to push ahead with 
the Calder Hall design, this country is building 
experimental models of 10 different reactor types, 
some of which are expected to prove more efficient 
than Calder Hall. 

Projections as authoritative as they can be at this 
stage indicate that coal-poor Britain and coal-rich 
America may be running about even by 1965 in 
production of atomic power. So pleased are the 
British with the success of Calder Hall that they 
now plan to have four million kilowatts of installed 
atomic power capacity. This is twice the original 
plan for 1965. But Dr. Willard F. Libby of the U. S. 
atomic energy commission expects this country to 
have about that capacity, too, by 1965. 

Already, according to Libby, “firm plans exist” 
for more than one million kilowatts of atom-gen- 
erated electrical capacity by 1962. This, of course, 
is pretty small potatoes compared with the present 
capacity of conventional plants fired by coal or oil. 
Such plants now generate 115 million kilowatts. It 
is in the decade after 1965 that Libby expects a 
“phenomenal growth” in atomic power reactors in 
the United States. He anticipates 50 to 70 million 
kilowatts of nuclear power capacity by 1975. 

But in the meantime? One of the most significant 
atomic power developments of 1957 was the start-up 
Feb. 9 at the AEC’s Argonne National Laboratory 
near Chicago of a 5,000-kilowatt experimental power 
plant expected to supply the lab’s entire power needs. 
This is the experimental boiling water reactor which 
converts atomic heat directly into steam without 
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They are: 

Consolidated Edison Co. of New York, a 236,000 
kilowatt plant at Indian Point, N. Y., to cost $5! 
million and be completed by 1960. 

Commonwealth Edison Co. (Nuclear Power Grou} 
Inc.), a 180,000-kilowatt plant in Grundy County) 
Ill., to cost $45 million and be completed by 1960 

Pacific Gas & Electric Co., a 3,000-kilowatt plant at 
Livermore, Calif., to cost $600,000 and be completec 
this year. 

Private industry also is participating in the AEC’: 
power reactor demonstration program—with the 
government paying a sizable fraction of the cost. 
So far, only one construction permit has been grant- 
ed in this field. That is for the Power Reactor Develop. 
ment Co.’s 100,000-kilowatt plant at Lagoona Beach. 
Mich. It will cost $54 million (counting the govern- 
ment’s share) and is scheduled for completion in 
1960. Three AFL-CIO unions are currently contest- 
ing the construction permit for this reactor on 
safety grounds. 

In addition, the AEC has signed a contract under 
the power demonstration program with the Yankee 
Atomic Electric Co. for a 134,000-kilowatt plant at 
Rowe, Mass., to cost $34,500,000 and be completed 
in 1960. 

Completion dates in each case are estimates and 
depend on a number of variables. 

There are other proposals for both privately- 
financed and power demonstration reactors. And 
paralleling these developments are the vast govern- 
ment programs for naval and merchant ship pro- 
pulsion plants, portable power units for such remote 
installations as Thule Air Force Base in Greenland, 
and the DEW-line radar warning system in the 
arctic, not to mention government and private re- 
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search reactors for use at home and abroad. 
Widening Industrial Participation 


In the entire field, U. S. atomic industry in 1956 
began building or received contracts for 59 new re- 
actors, including 30 research and test reactors and 
29 power reactors. The Edison Electric Institute 
says that 69 electric companies in 31 states and the 
District of Columbia are participating in one or 
more of 14 atomic power projects which will add 
over 1.5 million kilowatts of capacity to the national 
power supply. These 14 reactors alone will involve 
more than $400 million of investor funds. 

‘here are further clues pointing to the mush- 
rooming interest of private industry in atomic ener- 
gy in all its ramifications. As of Feb. 15 the AEC 
hal granted 1,197 permits providing access to re- 
stricted information bearing on peaceful applica- 
tions of atomic energy. The great bulk of these went 
to industrial users. 

\s of February, some 1,600 U. S. firms were sell- 
ins products variously involved in atomic energy 
applications. And some 1,500 firms were using radio- 
is topes which, according to the AEC, are producing 
arnual savings ranging from $295 million to $485 
m llion. 

if this country is so rich in conventional fuels, 
wy all this interest in atomic energy? An immedi- 
ate incentive is the export trade. Westinghouse Elec- 
tr.c Corp., for example, is offering a power reactor 
on the foreign market like the $34.5 million plant 
it is under contract to build for Yankee Atomic in 
Massachusetts. It has a commitment to supply such 
a reactor to Italy, and is seeking sales also in Japan 
in competition with Calder Hall. At last reports, 
the Japanese hadn’t made up their minds on reactor 
types, but they do seem determined to have a million 
kilowatts of installed atomic power by 1965 and 10 
million by 1975. 

There also is the export market in research re- 
actors for which this country in fiscal 1957 ear- 
marked $5.5 million in foreign aid. Former AEC 
Chairman Gordon 


Tp 


capital and fuel costs will keep atomic power from 
becoming competitive any sooner. 

One expert believes the return may come sooner. 
Jesse C. Johnson, director of the AEC’s raw ma- 
terials division, said recently that such long-range 
estimates “generally have been conservative.” 


Atomic Power Efficiency Exceeds Expectations 


The atomic engine for the submarine Nautilus, 
hull by General Dynamics and propulsion plant by 
Westinghouse, has turned out to be far more efficient 
and economical than anybody had guessed it would. 
It has driven the Nautilus more than 60,000 miles 
on just one fuel charge. The experts would have 
been satisfied with 10,000 miles. 

“Other reactors have also operated at power 
levels much higher than design specifications,” John- 
son noted. “If the performance of industrial power 
reactors follows this pattern, we may not be far 
from competitive atomic power.” 

In any case, the electric industry’s attitude is 
summed up by Elmer L. Lindseth, president of the 
Cleveland Electric Iluminating Co. and vice chairman 
of the Edison Electric Institute committee on atomic 
power. 

“We believe,” he said, speaking for utility com- 
panies, “that development of nuclear power is a 
logical extension of our continuing endeavor to 
provide electricity in abundance at the lowest pos- 
sible price.” 

That, he said, is why utilities groups are em- 
barked on a “program of nuclear development in- 
volving expenditure of hundreds of millions of 
dollars.” 

There are dissenting voices. Tom Pickett, execu- 
tive vice president of the National Coal Association, 
said recently that the coal interests want the gov- 
ernment to push atomic research and development 
but oppose federal subsidization of atomic power in 
competition with coal at home or abroad. In the 
United States, according to Pickett, is enough coal 
“to furnish low-cost (Please turn to page 789) 











Dean says this is the 
biggest market for U. 
S. suppliers for the 
next couple of years. 
Several American com- 
panies are bidding 
vigorously for sales in 
both the domestic and 
foreign research re- 
actor field. AMF Atom- 


ics, Ine., for example, —— 

recently announced its 1. Carolinas-Virginia Nuclear 
10th contract to build Power Associates, Inc. 

a nuclear research re- 2. Florida Nuclear Power Group 
actor. 3. Midwest Group 


So far most private 
industries building or 


; rs 4. New England Electric System 
planning to build 


atomic ; power plants 5. Pennsylvania Power & Light Co. 
for their own use pro- 
fess willingness to 6. Ohio Valley Group 


™“ 


wait five to 10 years . Pacific Gas & Electric Co. 
for a return on their 


investment. The as- 


(1)—Not yet announced 





REACTOR PROJECTS IN VARIOUS PLANNING STAGES 


Investor-Owned Electric Utilities Participation 


February 21, 1957 


(Based on Published Information) 


Electrical Estimated In 
Capacty General Cost to Operation 
Type Reactor of Plant Location Organiation By 
(1) (1) Carolinas or (1) (1) 
Virginia 
(1) 200,000 Florida $50,000,000 1962 


Boiling Water 60,000 Northern States 


Power Co. Service 


20-25,000,000 1962 


Area 
(1) 200,000 New England (1) 1964 
Aqueous 150,000 Eastern Pennsylvania (1) 1962 
Homogeneous 
Advanced None (1) (1) 1962 
Pressurized Water (1) California (1) (1) 


or Boiling Water 

















sumption is that high 
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IMPACT of “veteran benefits” on the Federal budgets 
of 10, and 20 years from now is worrying Capitol 
Hill. Permanent commitments are being made, some 
apprehend, without looking to the future when 
the costs will dwarf the billions being spent today. 
There are now 23.5 million war veterans in civilian 





WASHINGTON SEES: 


The soft coal industry is looking enthusiastic- 
ally to a development in power production which 
could prove to be the most meaningful decision 
in many years, from the standpoint of that com- 
modity and for the early future of electricity 
generation. It involves a possible shift from oil 
to coal in the power plants of Florida and else- 
where in the South. 

Coal, rail, and utility executives have been 
meeting here. Senator Thruston B. Morton of 
Kentucky, brought them together to launch a sur- 
vey: What, if any, economies would result? What, 
if any, problems of transportation and unloading 
are involved? At this stage, three, possibly four, 
power stations are concerned. 

Electric utilities and other industries in Florida, 
heavily dependent on residual oil, currently are 
consuming fuel at the rate equivalent to 12 mil- 
lion tons of coal a year. If transportation and 
unloading problems are overcome, and the price 
is improved by a general shift, this would be a 
bonanza for a troubled industry. 

McGregor Smith, board chairman of Florida 
Power & Light Co., Miami, said the utility plants 
to be surveyed are in Sanford and Palatka, in- 
land cities in the peninsula’s upper Atlantic Coast 
region, and in Fort Myers. Florida reportedly 
faces a $30 million increase in fuel oil prices this 
year. Senator Morton is interested in substituting 
the product of his state’s mines; says he’s en- 
couraged by early survey findings. 











752 


By “VERITAS” 


life: 5 million from the Korean War, 15 millio. 
from World War 2; 3 million from World War 1; 
128,000 from other conflicts. Daily averages for 
hospital care are 115,181 vets, 17,202 in other in- 
stitutions. Service-connected pensioners number 2.” 
million; non service-connected, 679,107. 


IMMIGRATION ACT liberalization, via amendmen 
of the McCarran-Walter Law, has been slowed by 
misgivings over wholesale admittance of Hungarian 
refugees. Inestimable benefit to American position 
among the rebellious populations of Europe has 
been realized because of the friendly gesture. Bu 
worry is expressed that communists may have infil- 
trated (Rep. Walter makes this as a general state 
ment) and there is question whether the label “free 
dom fighter” generally applies. Also it’s said: “They 
don’t ‘look like refugees!’ ” Ike’s humaneness belied 
rigidity of the statute, showed its elasticity. 


EXAMPLE is being set by the Administration, fo 
management and labor to follow in handling payrol! 
increase matters. The White House will seek a delay 
on boost for Federal employees. The Civil Service 
Commission is prepared to set up a study of the 
Government’s pay structure. No payroll in the world 
is so much subject to the outside pressure of politics 
as is Uncle Sam’s. Civil Service employment is the 
major career in Washington. In the states, Federal 
patronage is light and is gobbled up by politicians 
or their appointees. In the process of benefiting 
these few, Congressman have been lavish overall. 


STOCKPILE of essential foods has been asked in a 
Senate Bill. Senator Stuart Symington of Missouri, 
is the sponsor. Idea is to build a giant supply of 
essential foods which civilians would need in the 
event of enemy attack or other major disaster. In 
addition to edibles, the Civilian Defense Adminis- 
trator would be authorized to stockpile soap, chem- 
icals for water purification, blankets, tobacco. De- 
fense would be the primary objective with flood 
relief ranking second. 
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» President Eisenhower's enormous $71.8 billion 
budget draws fire from groups that infrequently agree 
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against it by Treasury Secretary George Humphrey were 
tempered a bit by the Cabinet member in apparent political 
expediency but the Treasury's position basically re- 
mains unchanged: It's opposed! 








» In downtown Washington everything had been 
straightened out: Humphrey was warning "against a trend, 
not a present danger." But when his under secretary, 

W. Randolph Burgess, went to Capitol Hill to testify be- 
fore a House Education sub-Committee, the attack was on 
again: The President's $1.3 billion school construction 























inflationary." In truth it is less inflationary than 





the Morse-Clark proposal of $1 billion a into the last half. And the White House 


year; it would spend only slightly more 
than that amount in four years. 


» Farmers were heard from when 

W. E. Hamilton, director of Research for 
the American Farm Bureau Federation testi- 
fied. AFBF is the powerful agricultural 
group which militantly backs the Eisen- 
hower=Benson farm plan, seldom breaks 
with the White House on policy. Yet Hamil- 
on told the Congressmen the 1958 budget 
‘appears inconsistent with the use of 
budget policy to help stabilize the econ- 
omy; federal spending on the scale pro- 
posed for 1958 cannot help but have an 
inflationary effect." 
































» Congress was asked by the farm 
spokesman to lop off the school appro- 


priation. In the present condition of 
building and materials costs, the pro- 
jected Federal grant would zoom inflation, 
Hamilton said. But having disposed of 
negative argument, the witness asked for 
a $3 billion additional authorization for 
the foreign currency program. Simple 
arithmetic reveals the extent of net bene- 





























is counting on a half=billion dollars in 
new revenue from a postal rate increase 
that's been rejected regularly by Congress 
for years! Add these to the defense 
appropriation increase which is on the 
way, and the accounting becomes academic. 











When President Eisenhower took 
office he spoke reassuringly of an end 
to New Deal-Fair Deal budgetary extrava- 
gances. The Roosevelt-Truman proposals 
and those of Eisenhower look startlingly 
Similar today: Needs of defense (world 
defense, not merely domestic) are seen in 
a light that compels resumption of the 
old policies on aid and preparedness; 
pressing need is seen, now, for federal 
spending for schools, highways, hospitals, 
and the general welfare; for aid to de- 
pressed communities; for expanded re- 
search and for utilities. 




















» The "Brave New World" is faced 
with a set of proposals reminiscent of the 
State of the Union Messages in the days 
of FDR and HT: larger appropriations for 
enforcement of laws protecting labor 
unions and their memberships; a wage-hour 




















i fit that would accrue in this type of law broad enough to cover huge segments 
fight against inflation. of the working force who are not now assured 

H a Federal backing in their quest for a 

of ment revenues will continue to be so large er inten apa mane? ere at 

a that projects of New Dealish tinge can oo oe eee eres See 

n — == —= tralized government, the substance on 

a be handled witheyt reeking the beat. On which the New Deal-Fair Deal fed, is in- 

1- the basis of present business and out- amen oan the basics of the Bisenhover 

7 look, the first six months of the new fiscal Budget. 





year look relatively safe. But there's 
no betting that the boom will continue 
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7 The “trial balloon" method used 
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in the pre-Eisenhower days has become a 
favorite device in the Capital. Humphrey's 
"curl your hair" warning was taken back 
with an explanation that convinced almost 
nobody; Secretary Wilson insulted the 
National Guard then "explained" he didn't 
mean exactly what he said. Now comes Pres- 
ident Eisenhower with observations on 

wage hour controls as a probability if 
things economic are shoved downhill by high 
wages and commodity prices. The Adminis- 
tration launched a triple play on that one: 
Ike made the statement ; Commerce Secretary 
Sinclair Weeks "explained" it (the President 














was talking about a collapse that couldn't 





Federal controls; then the Office of De- 
fense Mobilization revealed that guite to 
the contrary, such plans are being kept 
up to the minute and available upon call. 














* That President Eisenhower hopes 
Congress will reduce his budget substan- 
tially becomes clearer with each public 
discussion of government's costs. Despite 
this conviction he offers no specifics. 

In Congress there is a move by the democrats 
to force the republicans to carry out the 
White House "delayed economy plan." A 
democrat, Rep. George Christopher of Mis- 
souri, placed this in the Congressional 
Record: For Truman in the last five years 

of his Administration, budget proposals 
totaled $260.8 billion; for Eisenhower 

in the first five years, budget total is 
$334.4 billions -- a $73.6 billion bulge 
chargeable to Ike. With some justification, 
the Coneressman asks: "Who's for inflation?" 


























» Ihe nationwide business asso- 
ciation's spokesman, the Council of State 
Chambers of Commerce, gave the Eisenhower 
budget a worried examination and came up 
with a significant fact: Spending pro- 
grams other than national security are 
responsible for the major share of the 
increase in Ike's budget for 1958 over his 
budget low of 1955." The Council said 
only $2.7 billion of the $7.2 billion in- 
crease in the new budget is for defense. 














» Breaking it down for its members 
{Chambers of Commerce in 50 states) the 
Council listed non_defense purposes for 
which expenditures have been increased 
and showed the following: labor and 
welfare, up about $1 billion from 1955; 
veterans services and benefits, up $570 
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million; agriculture $554 million more; 
natural resources, $457 million up; 
general government, $250 million added; 
interest, $922 million more. 


> These and similar analyses 
reach the conclusion that balanced budget 
remains a fiscal objective of the Adminis. 
tration but has been given a second-class 
priority with an "if, and when" tag 
attached. In the first two years in office 
the Eisenhower "team" cut Federal spendin; 
by almost $10 billion. Proposed expen- 
ditures for 1958 fiscal year, together 
with increases in 1956 and 1957, wipe out 
all but $2.5 billions of the $10 billion 
saving. Had the strict economy which 
marked 1955 been practiced in the three 
fiscal years which followed, the total 
debt reduction (after 1955) could have been 
$18.5 billion, instead of $5.1 billion. 























r AFL-CIO President George Meany 
has abandoned his political "hands off" 
policy and may be the instrument to bring 
the more conservative unions into the 
Republican camp. But if he does, it will 
be the "Eisenhower Wing" of the party that 
will benefit. Meany showed strong leanings 
toward General Eisenhower in the pre-elec- 
tion days when he prevented a unanimous 
indorsement of Adlai Stevenson by with 
holding his Executive Committee vote. If 
there is to be a liberal program in the 
present Congress, says Meany, it must come 
from a coalition and he reminds: "The 
major defeat suffered by the Old Guard of 
the Republican party in the last Congres- 
Sional elections may influence the younger 
Republicans to follow a more forward- 
looking trend.” 























p> But while the President's sSup- 
porters appear to be gaining strength in 
organized labor, the Farmers Union ad- 
visory to its members sums: "Modern Re- 
publicanism Offers No New Cheer to Farmers." 
It laments the Eisenhower-Humphrey rift 
as indication that the White House is re- 
treating to the New Deal theory that 
depressions are economic upheavals that 
can adequately be overcome by Federal 
devices. The Farmers Union says: "This 
is the most positive endorsement ever made 
by any high-ranking Republican of the Key- 
nesian fiscal theories, national economic 
planning, and direction by the Federal 
Government of the overall economy. 


























THE MAGAZINE OF WALL STREET 





nS 


aS 
C= 


If 


ne 


S- 


le 
y- 








The greatest obstacle to foreign investment is 
often of a psychological rather than economic na- 
ture. Countries which have a desperate need for 
foreign funds for their economic development fre- 
quently are extremely reluctant to let in such funds. 
Once they are admitted, their managers may find 
it difficult to operate because of the hostility facing 
them from all sides. 

What is the reason for such economically erratic 
behaviour? Partly it is ultra-nationalism which sees 
in every foreign-owned enterprise an _ inherent 
threat to the sovereignty of the receiving country. 
To an even larger degree it is based on the blind— 
and by now traditional — acceptance of a part of 
Marxist doctrine which had greatly influenced the 
politicians of many of the underdeveloped countries 
in their formative days. 

According to Marx, a “capitalist” has only two 
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LATIN-AMERICAN 


STAKE 

in the 
AMERICAN 
DOLLAR 


By JOHN H. LIND 


real reasons for investing abroad: to find a new 
supply of labor which can be better exploited than 
the one in his home country and to find a dumping 
place for his surplus production, from which all capi- 
talist economies suffer. 

It is difficult to see how such upside-down think- 
ing could still be taken seriously. But the fact is that 
today in our own hemisphere there is a wide-spread 
belief that foreign investment is strictly a one-sided 
affair, benefiting only the investor and, often, ac- 
tually harming the receiving country. 

Whether such thought is based on Marxism or 
the desire of local politicians using ultra-national- 
ism as a tool to gain control of the country, it has 
handicapped foreign investment in Latin America, 
the bulk of which is supplied by U.S. sources. This 
is unfortunate for both sides. Latin America con- 
tains still tremendous untapped mineral resources 
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Table 1 





(Millions of dollars) 





Book Value of U. S. Direct Investments in the Latin American 
Republics, by Major Industries and Selected Years 





Concealed Benefits to Latin America 


It is a constructive step forward 
that the U.S. Government has just 
completed a study showing the real, 
full benefits deriving to the economy 





of Latin America from U.S. invest- 





1919 19292 = 194011946 1950 1952 1955 ments. The study which is the first 

All industries, total 1,988 3,519 2,771 3,045 4,735 5,758 6,556 of its kind, is concerned above all 
Agriculture 500 817 359 407 520 564 598 with the various benefits that never 
Mining and smelting 661 732 512 506 628 #871 1,022 show up in our balance-of-payme its 
Petroleum 326 617 572 697 1,408 1,576 1,779 figures with Latin America, but 
Manufacturing 84 231 210 399 780 1,166 1,366 which are often of considerably more 
Public utilities , 312 887 962 920 1,042 1,076 1,132 significance than the sums reporied 
Trade 77.09 82 72 243 344 440 in our international bookkeeping .ic- 
Miscellaneous .......... F 34 «116 74 45 116 161 ~~ 219 counts. In fact, these latter hve 





$57,000,000 in 1929. 





1—Includes European dependencies with a book value of $66,000,000 in 1940, and 


often led to the totally erroneous i n- 
pression that the U.S. is taking more 
money out of Latin America than it 

















which the region itself can not exploit for lack of 
capital and know-how. 


Latin American Raw Materials and 
Markets Important to Us 


At the same time, we are becoming more and 
more dependent on foreign supply sources for some 
of our basic raw materials. The famous Paley Re- 
port, issued by the U.S. government in 1953, gave 
a clear picture of how rapidly our self-sufficiency 
in a number of essential commodities, particularly 
minerals, was declining as a result of our dynamic 
increase in demand for them. But Latin America is 
also extremely important to us as an export market. 
Right now it comes third in our export trade, after 
Canada and Western Europe. But with the distinct 
possibility that the Common Market will bring 
about a reduction in exports to 
Europe, it may soon take second 


is putting into it. This charge (which 
has also been made in United Naticns 
report) is based on an analysis of only the offic.al 
flow of capital between the U.S. and Latin America. 
However, it ignores such items as retained earn- 
ings, investments out of depreciation and other :e- 
serve funds and many other items which make the 
balance-of-payments figures by themselves quite in- 
significant as a measure of the true benefits of U.S. 
investments to Latin America. 

A good illustration of this is provided by the d f- 
ference between the real and the book value of <i- 
rect U.S. investments in Latin America. According 
to Table 1, these were $6.6 billion at the end of 1955 
(at present they have already passed the $7 billion 
mark). However, according to the study, the real 
increase in the value of our investments in Latin 
America was in each of the last five years about 
twice as big as is shown by the increase in their 
book value. The unrecorded amounts were spent 








place. An important point in this 
connection is that Venezuela, Peru, 
all of Central America and the 
Caribbean countries have full dol- 
lar convertibility so that no cur- 
rency restrictions hamper our 


Sources and Uses of Funds of U. S. Companies Operating in 
Latin America, by Selected Countries, 1955 


Table 2 


(Millions of dollars) 





sales to this large part of the re- 
gion. Thus, an increasing number 


Other 





of business concerns whose execu- 
tives may have thought only a few 
years ago that there was more 
new business to be had in the 
Bronx than in all of Brazil are 
now interested in opening up 
branches throughout Latin Amer- 
ica. 

All this makes it more impor- 
tant than ever that Latin America 
fully understands and appreciates 
that private foreign investment is 
a two-way road with benefits for 
both sides. In fact, due to the wide | 
difference in economic develop- 
ment and standard of living be- 
tween the United States and Latin 


Net income 


sources . 








others2 


tures 


Sources of funds, total 


Net funds supplied from U. $. 
Net increase in liabilities to 


Charges for depreciation and 
retirement of fixed assets 262 7 12 19 15 12 14 «4144 39 
Depletion charges .. 
Uses of funds, total 
Plant and equipment expendi- 


Net increase in inventories 69 «+14 17 4 2 1 -3 10 10 
Increase in other curent assets 150 «(14 42 12 16 27 5 12 22 
Dividends and profits remitted 555 5 1% 53 10 4 19 
Other and unidentified... 26 1 3 3 9 -1 5 12 -3 
Addendum: Exploration and de- 
velopment expenditures 
charged to income................. 72 1 3 4 1 5 3 52 6 


Argen- Mex- Vene- 
Total tina Brazil Chile Cuba ico Peru zuela countries 
1,229 48 114 89 69 84 62 599 165 
687 17 46 64 21 35 29 406 69 
129 10 34 1 28 39 7 —12 22 


Ll an 22 5 5 —2 7 45 23 


33 3 3 3 5 17 iB 
1,229 48 114 89 69 84 62 599 165 


428 12 36 20 32 #27 #436 —~=«(185 80 


380 56 








America, each dollar invested by 
the U.S. in Latin America is of 
considerably more value to that 
region than to us. 








1_Excludes trade and service industries. 
2—Includes a minor amount of equity financing. 
3—Less than $500,000. 
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) isting plant and equipment by using 








largely to replace and modernize ex- 


funds currently set aside to cover 
depreciation, and to explore and de- 
velop new resources, none of which 
has ever been included in our offi- 
cial international reckoning. 

In 1955, our net capital outflow to 
Latin America amounted to only 
$129 million. In the same year we 
remitted $555 million of profits and 
divi‘ends back to the parent firms 
in the U.S. But that is not the whole 
story. Table 2 shows that in 1955 
U.S. concerns in Latin America spent 
abo it $430 million on plant and 
equixyment expenditures while at the 
same: time their current assets in- 
creased by $220 million. The table 
also shows that after meeting their 
current expenses U.S. firms in Latin 


Resulting in a 





The Net Gain to Latin America From Operations of 
U. S. Direct Investments* in 1955 Was $3.5 Billion 


U.S. Companies contributed to the economy of Latin America through 





U. S. Companies used dollars for 








* includes only ogricuiture, mining, petroleum, and manufacturing 


Chart # I 


NET CAPITAL FLOW FROM U 5. 
$1 billion 











America had a total fund of $1.2 
billion available last year. Of this, more than half 
remained in Latin America and most of it is being 
use’ for new investment purposes. 

This was the real impact of U.S. private invest- 
me? ts in Latin America last year, giving it a share 
of over 10 percent in the area’s total fixed indus- 
trial assets. 

Put beyond its measurable dollar expenditures 
and its share in the overall capital formation, the 
significance of foreign capital in the economic de- 
velopment of a region, derives also from its contri- 
bution to specific strategic spheres of economic ac- 
tivity which stimulate and facilitate further growth 
of indigenous enterprises. At the present time 
United States companies in these areas are parti- 
cularly active in establishing new industries, intro- 
ducing new techniques of distribution, and expand- 
ing the supply of electric power in many of these 
countries. All of this contributes greatly to the 
growth of the Latin economy, far beyond the limits 
of the foreign investment sector. 

Another way to look at the real gain to Latin 
America of our direct investments, is to take into 





Sales by U. S. Companies Operating 
Chart II 
in Latin America During 1955 atthe 
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account both the total exports of these companies 
and their overall sales at home and to their neigh- 
bors. Production exported for dollars in 1955 (ex- 
clusive of trade within Latin America) was over 
$2.1 billion in 1955, including $1.3 billion to the 
United States. These amounts represent about 30 
percent of all Latin American exports to other 
areas, and over one third of the area’s sales to the 
United States. 

However, even more important to the Latin econ- 
omy was the amount of goods produced locally and 
sold within Latin America for local currencies. 
This amounted to $2.5 billion and most of it was 
of the type which, if not produced in their own 
countries would have had to be imported, thus 
heavily drawing on the region’s dollar supply. 

Chart I gives a picture at a glance of the total 
contribution to Latin America of the operations of 
U.S. companies in this area. It amounted to the 
staggering sum of $3.5 billion and gives the United 
States a share of 20 percent in the area’s total in- 
dustrial product. 


Important Activities of U.S. Companies 


The extent of participation by United States con- 
cerns varies strongly from country to country and 
from commodity to commodity (See chart II). Sales 
by the petroleum industry of about $2.1 billion 
originated largely in Venezuela, Colombia and Peru. 
Of this total, nearly half was for sales within Latin 
America while $600 million was exported to the 
U.S. and nearly $500 million was sold for dollars 
to other foreign countries. 

In contrast to petroleum and other minerals pro- 
duced by U.S. concerns in Latin America, the out- 
put of our manufacturing concerns is sold mainly 
within the countries where they are produced, with 
the exception of meat products which are exported 
in considerable quantities to the U.S. and Europe. 
The two latter provide them with a large part of 
their dollar supply. 

Agricultural production by U.S. companies is 
concentrated in sugar properties in Cuba and in 
tropical fruit and natural fiber properties in the 
Caribbean and Central America. Of the total out- 
put of $430 million, (Please turn to page 797) 
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By FRANK L. WALTERS 


Gearcely a good word has been said for manu- 
facturers of building supplies for more than a yeur. 
In spite of gloomy forebodings, however, dollar vol- 
ume of construction has continued to climb and 
should be well maintained in 1957. This hopeful out- 
look finds support in reassuring figures for January 
recently issued. Of course one month’s figures are 
quite inconclusive, and a “wait and see” attitude is 
thoroughly justified. Moreover, for the longer term 
our rapidly expanding population gives a more solid 
expectation for future demands. 

Because economists and business forecasters have 
been “‘viewing with alarm” in almost every survey 
of building activity, it is little wonder that investors 
have looked with skepticism on representative stocks 
in this industry. What about earnings prospects 
under present conditions? Reasons for maintenance 
of a cautious attitude are readily understandable in 
the light of rising interest charges, a seemingly 
diminishing market for new homes and greatly in- 
flated construction costs. These depressing influences 
have found reflection chiefly in residential activity, 
however, for other segments of the industry show 
increased activity. Because home building bulks 
large in the minds of investors and is more easily 
understood, it is not strange that evidences of a 
downtrend there, contribute to a skeptical attitude. 

While such restrictive influences as monetary 
stringency and the increasingly discriminating atti- 
tudes of prospective buyers cannot be ignored, it 
should not be forgotten that negative factors have 
been heavily stressed for some time while positive 
influences have been soft-pedaled. Little has been 
said, for example, of the need for widespread modern- 
ization of old-fashioned homes, for which there is a 
mounting demand. In fact, a pronounced demand for 
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Statistical Data on Leading Building Supply Companies 


Earnings Per Share—— 


~ Dividends Per Share Recent Div. Price Range 
1956 1954 1955 1956* Price Yield 1956-57 
$3.75 $1.00 $1.25 $1.50 36 4.1% 47 - 34 
1.56 70 70 70° 13 5.3 1938- 1234 
3.59 54 70 1.20 46 2.6 59\4- 3434 
971 1.28 1.34 1.40 17 8.2 24\4- 165% 
1.89 1.33 1.50 1.50 26 5.7 3734- 2578 
5.26 2.00 2.35 2.40 57 4.2 65\4- 49\2 
6.43 1.50 1.75 2.40 33 7.2 47%s- 3278 
83! 1.122 1.25 1.254 10 12.5 14 - 10 
281 1.25 1.10 .80 15 5.3 2234- 145% 
3.02! 2.00 2.00 2.00 33 6.0 4238- 3112 
2.70! 3.00 2.40° 2.40° 37 6.4 41 ~- 33% 
4.58 1.65 2.00 2.25 64 3.5 7534- 50% 
.221 1.00 1.00 90 10 9.0 14¥2- 9% 
3.50 2.1242 2.12%2 2.25 46 48 5834- 43's 
2.82 .60 .80 1.00 39 2.5 58 - 3534 
1.62! 88 1.04 1.25 33 3.7 3738- 33 
2.74 1.04 1.08 1.40 34 4.1 40's- 2934 
4.98 1.00 1.55° 1.70" 29 5.8 50%2- 28% 
3.08! 1.60° 2.00° 2.00° 38 5.2 617%%- 36'2 
2.10! 1.56 1.6212 2.00 41 48 5034- 33% 
2.97 91 1.00° 1.20° 35 3.4 4358- 30% 
4.35! 2.25 2.50° 2.75 77 3.5 96\4- 74 
3.46- 3.25 3.25 3.25 51 6.3 58 - 50'2 
2.17! 1.755 2.00 2.00 29 6.8 3834- 28% 
10.49 4.1212 4.50 4.75 110 43 1272-102 
1.97! 50 66 90 46 1.9 51%- 40% 
5.01 2.00 2.20 2.50 55 4.5 77 = 5134 
4.60 1.40 1.70 2.20 33 6.6 51%- 32%2 
1 .80 1.00 4.5 


2.09 


1954 1955 
Alpha Portland Cement $2.43 $2.72 
American Encaustic Tiling 1.46 1.57 
American-Marietta Co. 1.54 2.91 
American Radiator & S. S. 2.00 2.22 
Armstrong Cork 2.32 2.81 
Carrier Corp. 4.69 4.82 
Celotex 3.35 5.49 
Certain-Teed Products .63 1.70 
Congoleum-Nairn 1.33 1.81 
Crane Co. 2.25 3.60 
Hlintkote 3.72 3.40 
3eneral Portland Cement 3.29 3.94 
Holland Furnace .93 1.24 
johns-Manville 2.62 3.67 
ehigh Portland Cement 2.10 2.96 
one Star Cement 1.75 2.04 
Aarquette Cement 2.08 2.26 
Vasonite 2.67 4.42 
National Gypsum 4.56 4.61 
dtis Elevator 2.36 3.00 
»enn-Dixie Cement 2.24 2.59 
»ittsburgh Plate Glass 4.18 6.26 
Pratt & Lambert 5.21 5.65 
<uberoid 3.13 3.05 
Sherwin-Williams Co. 7.83 8.89 
Trane Co. 1.89 1.92 
U. S. Gypsum 3.98 4.98 
U. S. Plywood 2.63 3.52 
Yale & Towne 1.15 2.50 
*—Or latest indicated 1957 rate. *—6 months. 


1—9 months. 5—Plus stock in 1956. 


Alpha Portland Cement: Promise of continued satisfactory profit margins, 
with benefit of recent price increases, encourages hope of favorable earn- 
ings trend. Ample dividend coverage explains modest return. 


American Encaustic Tiling: Indicated uptrend in office building construction 
and public works, requiring extensive use of tiling, should provide expand- 
ing market. Earnings and dividend record improving. 


American-Marietta: Rapid growth stimulated partly by acquisitions, ex- 
pected to continue with aggressive merchandising of paints, concrete pipe 
and household products. Further sales gains indicated this year. Dividend 
modest. 


American Radiator: Efforts to reduce dependence on residential construc- 
tion market hold out hope for more satisfactory results this year, but 
earnings drop in 1956 raises doubt over dividend rate. 


Armstrong Cork: Indications of a downtrend in demand for hard floor 
coverings and keener competition in building supplies point to continued 
narrowing of profit margins. Adequate coverage for $1.50 rate likely. 
Increasing diversification is beneficial. 


Carrier Corp.: Growing essentiality of air-conditioning in offices and in 
industrial plants assures steady expansion. Residential market offers ex- 
pansion. Further moderate improvement in earnings indicated. 


Celotex Corp.: Although acquisitions last year should bolster volume, com- 
petition in insulating board points to narrower margins. Some decline in 
net profit likely this year. Dividend policy liberal. 


Certain-Teed Products: Downtrend in earnings anticipated for this leading 
producer of roofing and siding, partly because of ‘spin-off’ of Bestwall 
Gypsum properties. Thin safety margin for $1 dividend. 


Congoleum: Downtrend in sales and narrowing margins, intensified by pro- 
longed strike, contributed to unsatisfactory 1956 results and set stage for 
lower dividend. Management hopeful of recovery this year. 


Crane Co.: Aggressive plans for expansion in non residential activities— 
such as mining and production of rare minerals—expected to cushion down- 
trend in sales of building supplies. Dividend well protected. 


Flintkote Co.: Promising outlook for paving materials and new acquisitions 
expected to counteract slackening volume in sales of residential roofing and 
shingles. Keen competition exerts pressure on margins. Dividend secure. 


General Portland Cement: Rapidly expanding markets in South provide 
favorable environment for earnings. Regarded as relatively low cost pro- 
ducer. Substantial capacity increase points to earnings gain this year. 


Holland Furnace: Continued trend toward oil and gas home heating equip- 
ment poses problem for this manufacturer, whose volume, especially in 
replacement business, has faded. Strong asset position, but dividend un- 
certain. 


Johns-Manville: Dominant position in asbestos, which is finding increasing 
use in industrial areas, accounts for company’s strong position. Expansion 
in gypsum considered. Adequate coverage for $2 dividend. 


4—Plus '3 share Bestwall Gypsum in 1956. 


1.28 28 34\e- 2634 


°—Plus stock. 


Lehigh Portland Cement: Sharp increase in capacity this year should en- 
large sales and point to increased earnings, but need for conservation of 
funds for further plant additions may hold dividend down. 


Lone Star Cement: This leading U. S. and Latin American cement producer 
also is enlarging capacity substantially. Larger shipments indicated this 
year in response to rise in road building. Dividend modest. 


Marquette Cement: Advantageous plant locations and utilization of /ow- 
cost water transportation provide competitive advantages. Addition of capa- 
city this year boosts sales. Dividend well protected. 


Masonite Corp.: With shipments to other than building consumers rising, 
company appears to have growth possibilities. Natural resources reserves 
adequate. Earnings expected to moderately decline this fiscal year. 


National Gypsum: Vigorous expansion in new fields and in diversified 
products holds promise of enlarged sales and favoruble earnings trend 
despite keen competition. Wide coverage for $2 dividend. 


Otis Elevator: Strong trend toward adoption of seif-service lifts encourages 
modernization sales. Emphasis on new office buildings favorable. Outlook 
promising for earnings gain and dividend tise. 


Penn-Dixie Cement: Plant additions last year expected to enlarge 1957 
volume, while decline in capial expenditures may improve financial posi- 
tion. Favorable earnings outlook may induce dividend rise. 


Pittsburgh Plate Glass: Increasing ¢mphasis on chemicals regarded as favor- 
able factor minimizing dependence on building supplies. Larger glass re- 
quirements in auto industry reassuring. Higher dividend a prospect. 


Pratt & Lambert: Concentration on quality products in paint industry has 
built firm foundation for long established company. Continued uptrend in 
earnings anticipated along with liberal dividend. 


Ruberoid Co.: Keen competition in asphalt roofing tends to restrict margins, 
but increasing emphasis on asbestos and good control over costs should 
sustain earnings. Cash and stock dividend policy liberal. 


Sherwin-Williams: Extensive residential and industrial construction in recent 
years points to greatly enlarged market for paints, of which this company 
is leading producer. Earnings in steady uptrend. 


Trane: Aggressive campaign in air conditioning industry points to sustained 
growth in sales. New plants point to larger output this year. Furher earn- 
ings gains envisaged. Management favors conservative dividends. 


U. S. Gypsum: Leading producer of gypsum wallboard and plaster in 
country, this concern has experienced good gains in recent years. Diversified 
products account increasing volume. Stable earnings and sales seen. 


U. S. Plywood: Strong distributing organization and reserves of timber 
provide basic strength for this leading producer of plywood. Keen competi- 
tion tends to restrict margins. Outlook promising for 1957. 


Yale & Towne: As leading maker of fork lift trucks, this company has 
prospered in enabling industrial customers to mechanize handling problems. 
Modernization of production in hardware operations aided earnings. 
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better quality housing is manifesting itself in sub- 
urban developments, 

Increased activity is certain to develop this year 
in the public works category, which includes schools, 
hospitals, post offices and municipal buildings. New 
highway construction and extensions of existing 
arteries should gain momentum, accounting for an 
important part of construction expenditures. The 
volume of business in office buildings, hotels, public 
auditoriums, sports centers and the like has devel- 
oped rapidly in the last year. Thus, all in all, even if 
residential activity diminishes again this year, it 
would seem reasonable to anticipate total expendi- 
tures for 1957 will be as high as 1956. Divergencies 
in the several industry segments may be as pro- 
nounced as last year. 

The best way to understand conflicting trends in 
this large industry is to consider the outlook for 
individual groups of activities. First let us examine 
the picture as a whole to gain an idea of the im- 
portance of each phase. Total expenditures on con- 
struction in 1957, as far as they can be estimated, 
are expected to range above $60 billion. This figure 
includes not only new projects—homes, schools, high- 
ways and the like—but also repairs, remodeling and 
enlargements of existing buildings. Of course, the 
estimates cannot be completely accurate, for a con- 
siderable amount of “do-it-yourself” repair and 
renovation work is done each year for which costs 
are not determinable. The size and importance of 
the construction industry can best be appreciated by 
relating the 1956 expenditure of $60 billion to the to- 
tal gross national product representing costs of all 
products and services, Since the latter figure stands 
at about $400 billion annually, it may be seen that 
construction (new and repairs) constitutes about 
15 per cent of our gross national product. 

Construction also is divided between private and 
public works. The “private” category includes most 
non-farm residential building, industrial plants, 
public utility projects, commercial buildings and 
farm facilities. Public works embrace roadways, 
schools, hospitals, military installations, etc. This 
year new projects are expected to involve expendi- 
tures of about $45 billion. Breaking down this total, 
we find that about $31.4 billion will be for privately 
financed projects, while the remaining $14.9 billion 
will represent public works. Publicly financed con- 
struction, however, seems destined to increase be- 
tween 10 and 15 per cent, judged by proposals sub- 
mitted to voters for approval last November and by 
inquiries on the part of municipalities for funds to 
be raised by bond issues, 

An indication of what the year holds in store for 
building supply manufacturers may be found in the 
F. W. Dodge Corporation figures for January. This 
nationally known authority reported that contracts 
for future construction increased 4 per cent in Jan- 
uary over the same month of 1956. Contracts for 
non-residential buildings rose 16 per cent in January 
over the previous year, while residential orders 
booked last January registered a gain of 1 per cent, 
suggesting that housing volume might not fall too 
sharply in 1957. 


Tighter and Costlier Mortgage Money 


Money market conditions exert considerable influ- 
ence on construction volume, of course, for a high 
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Comprehensive Statistics Comparing 


Figures are in millions of dollars, 
except where otherwise stated. 
CAPITALIZATION: 

Long Term Debt (Stated Value) 

Preferred Stock (Stated Value) 

No. of Common Shares Outstanding (000) 
Total Capitalization 





INCOME ACCOUNT: Fiscal Year ended 
Net Sales 

Depreciation, Depletion, Amortization, etc. 
Income Taxes 

Interest Charges, etc. 

Balance for Common 

Operating Margin 

Net Profit Margin 

Percent Earned on Invested Capital 
Earned Common Share* 


BALANCE SHEET: Fiscal Year ended 
Cash and Marketable Securities 
Inventories, Net 

Receivables, Net 

Current Assets 

Current Liabilities 

Working Capital 

Fixed Assets, Net 

Total Assets 

Cash Assets Per Common Share 
Current Ratio (C.A. to C.L.) 
Inventories as Percent of Sales 
Inventories as % of Current Assets 
Total Surplus 














percentage of all operations is financed on credit. 
The trend of interest rates is especially important 
in the residential field. In considering prospects for 
sales of building supplies for housing, therefore, one 
must take into account the present monetary strin- 
gency. Most economists feel that the worst of the 
squeeze has been witnessed and that some relief 
may be anticipated. Politics cannot be separated 
from the housing field, and it is interesting to observe 
that pressure is being brought to bear on Congress 
to take action toward relaxing credit controls appli- 
cable to home mortgages. Washington observers are 
reported to have been surprised at the strong opposi- 
tion that has developed in recent weeks over the 
proposal for raising interest rates on Veterans 
Administration loans from the present maximum 
of 414 per cent to 5 per cent. 

In the unexpected event of a further tightening 
of credit on home borrowings, it is possible that resi- 
dential building estimates would have to be lowere(l. 
Latest projections on 1957 housing starts call for a 
minimum of 800,000 and perhaps a maximum of a 
million. Supporting such projections, Washington 
authorities estimate that new family formations may 
total between 850,000 and 900,000 this year. More- 
over, the rate of demolition of outmoded homes is 
increasing. Homes being destroyed by fires, floods, 
etc., approximate 300,000 a year, it is estimated. 
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the Position of Representative Building Supply Companies 


















































Alpha Lehigh 
Portland American Carrier Celotex Flintkote Johns- Portland Masonite National Ruberoid Sherwin U.S. 
Cement Marietta Corp. Corp. Co. Mansville Cement Corp. Gypsum Co. Williams Gypsum 
$ 1.0 $ 20.9 $ 30.7 $ 23.3 $ 3.1 $ 3.5 $ 12.0 $ 5.6 $ 28.5 
$ 15.4 $ 10.4 $ 5.1 $ 8.0 $ 10.0 $ 14.4 $ 78 
1,760 6,041! 1,692 878 1,487 7,148 3,803 1,441 3,828 1,479 1,277 7,999 
$ 13.6 $ 48.4 $ 58.0 $ 29.3 $ 40.0 $ 94.3 $ 69.0 $ 22.1 $ 42.5 $ 32.5 $46.4 $39.8 
12/31/56 11/30/56 10/31/56 10/31/56 12/31/56 12/31/56 12/31/56 8/31/56 12/31/56 12/31/55 8/31/56 12/31/56 
$ 35.4 $202.3 $193.1 $ 76.4 $107.0 $310.0 $ 75.8 $ 61.3 $151.8 $ 76.3 na $265.0 
$ 15 $ 5.4 $ 23 $ 3.2 $ 13.6 $ 8.6 $ 2.2 $ 7.4 $ 2.5 $27 $ 72 
$ 5.3 $ 17.5 $ 10.8 $ 6.1 $ 3.8 $ 19.3 $ 87 $ 75 $ 14.6 $ 3.8 $14.1 $ 365 
. 2 $ 8 $ 1.3 $ 7 &.2 $ 2 a $11 _ 
$ 56 $ 15.4 $ 89 $ 5.6 $ 5.5 $ 25.0 $ 10.7 $7.1 $ 13.8 $ 42 $13.4 $ 406 
51.9% 17.6% 10.5% 15.8% 10.3% 14.2% 25.7% 21.6% 17.9% 10.6% ne 28.3% 
8.6% 8.0% 4.8% 7.7% 5.4% 8.0% 14.1% 11.7% 9.3% 5.6% na 15.3% 
7.6% 19.8% 10.9% 13.8% 8.8% 12.6% 12.5% 15.0% 10.5% 8.2% 11.7% 17.7% 
$ 3.75 $ 3.59 $ 5.26 $ 6.43 $ 3.70 $ 3.50 $ 2.82 $ 498 $ 361 $ 290 $1049 $ 5.01 
12 31/56 11/30/56 10/31/56 10/31/56 12/31/56 12/31/56 12/31/56 8/31/56 12/31/56 12/31/55 8/31/56 12/31/56 
$ 37 $ 12.8 $ 15.7 $ 20.3 $ 6.0 $ 19.8 $ 6.1 $ 49 $ 14.9 $ 9.8 $31.8 $75.0 
$ 27 $ 33.0 $ 57.4 $ 67 $ 12.6 $ 32.6 $ 12.3 $ 6.5 $ 17.2 $ 82 $50.2 $227 
$ 13 $ 24.3 $ 39.0 $ 86 $ 11.0 $ 36.7 $ 3.4 $ 92 $ 13.1 $ 66 $25.6 $ 256 
$ 3.1 $ 72.4 $112.2 $ 35.7 $ 29.6 $ 89.3 $ 22.4 $ 20.7 $ 45.3 $ 25.2 $107.7 $123.3 
$ 16 $ 37.3 $ 45.5 $ 7.2 $11.1 $ 48.1 $ 14.1 $ 5.5 $ 68 $ 23 $268 $408 
$ 6.5 $ 35.1 $ 66.7 $ 28.5 $ 18.5 $ 41.2 $ 83 $ 15.2 $ 38.5 $ 23.0 $80.9 $ 82.5 
$ 31.2 $ 68.4 $ 33.7 $ 35.6 $ 45.4 $114.3 $ 88.9 $ 30.8 $123.0 $ 32.3 $383 $141.9 
$ 40.2 $144.7 $161.5 $ 73.6 $ 79.8 $259.3 $111.3 $ 58.9 $171.2 $ 57.5 $153.7 $269.4 
$ 2.11 $2 121 $ 9,31 $ 23.11 $ 404 $ 2.77 $ 1.61 $ 3.42 $ 3.89 $ 667 $2431 $ 9.50 
5.0 1.9 2.4 49 2.6 1.8 1.5 3.7 6.6 10.9 4.0 3.0 
7.6% 16.3% 29.7% 8.7% 11.8% 10.5% 16.3% 10.6% 11.3% 10.8% na 8.5% 
33.2% 45.7% 51.2% 18.5% 42.6% 36.6% 55.2% 31.5% 38.0% 32.5% 46.6% 18.4% 
$ 19.9 $ 54.2 $ 57.9 $ 36.7 $ 29.4 $107.6 $ 28.2 $ 31.1 $121.1 $ 19.7 $73.4 $189.3 
*—For data on dividend, current price of stock and 1—Combined 0” & “B” Shares. 
yields, see table on page 759. 
na—Not available. 
Moreover, despite surplus housing in certain sec- 
tions of the country, it is believed that the inventory CONSTRUCTION CONTRACTS AWARDED 
of vacancies is relatively small, especially in new ° © CONG Sie can Gaubeen Secaeee th aes cet nee 
homes. The urge among younger couples to move —— — 
from metropolitan apartment homes to the suburbs 
is as strong as ever. In addition, the trend toward 2500 + 
large families which has developed since the war, 
has created a need for larger quarters. As a result, 
many families who bought small homes six or eight 
years ago now must enlarge their existing space or 
must seek new housing offering better facilities. 
This development is proving a significant sustaining 
influence in residential building. 
Tight money and signs of a slackening in business 
have combined to retard industrial expansion to 
some extent as well as small commercial projects, 
such as shopping centers. The slower pace in such 
instances, however, should have no serious effect on 
construction expenditures as a whole. 
Profit Margins Under Pressure 
Turning now to a consideration of financial and ” bo tae | 
investment aspects, it is not surprising to note a 
wide variation in earnings trends among the several | 
groups of companies represented in the industry, . | | = 
As supplies of raw materials have increased in re- i a a a | 
cent years, competition (Please turn to page 787) torent Figures Ploved: woveneen 
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Glamour Metals 


—some shining brighter than ever 


—some slightly tarnished 
By CALEB FAY 


P ublic imagination and investor interest has 
been fired periodically by developments in the so- 
called glamour or wonder metals—sometimes called 
the new metals. This latter appelation is true only 
in a Pickwickian sense, for hardly any of them are 
strictly new. They have been known for decades, 
but in most cases were regarded more or less as 
scientific curiosities, until the advent of the Atomic 
Age with development of electronics, supersonic 
missiles, and steels that demanded previously un- 
heard of qualities of heat and corrosion resistance, 
gave them a new and exciting role. 

Nearly everyone has been the subject of enthu- 
siastic write-ups in the popular press. More subdued, 
but far more vitally concerned has been the scientific 
world in its comments. For the engineers and the 
research men, there is realization that it usually is 
a long, heart-breaking struggle to bring laboratory 
success into commercial achievement. For them, it 
has been a challenge that is welcomed. For the in- 
vestor or speculator, it is well for them to realize 
that it may require patience and a long waiting 
period before substantial profits may be realized. 

Some of the “newer” metals find their principal 
use as additives to iron and steel. These include 
cobalt, columbium, the rare earths, tungsten, nickel 
and molybdenum. The two latter can hardly be 
classed as new metals as they have a long record of 
industrial use, although present needs have enor- 
mously enlarged their early fields of application. 
Others, such as titanium, tantalum, zirconium, tung- 
sten, beryllium, and lithium, have encountered spe- 
cial demand because their unique qualities fit them 
to fill specific needs better than any other competing 
material. Still others, like thorium, and of course 
uranium, are essential in the atomic energy program. 
Germanium, selenium, and silicon have a specialized 
but highly important role in electronics. 

The markets for most of these metals is expected 
constantly to expand. Titanium especially stands out 
as a growth metal. Beryllium and lithium are im- 
portant as metals, but their chief speculative attrac- 
tion lies in their potential uses in the atomic pro- 
gram. Zirconium has an intriguing future for atomic 
reactors. Tantalum has special usefulness in the 
chemical field where corrosion resistance is of para- 
mount importance. 

With the possible excevtion of titanium none of 


the “newer” metals can be termed tonnage meta s. 
That is their production is measured in poun |s 
rather than in tons, and compared with copper, le: d, 
zine, and aluminum, their output is fractional. It 
should not be surprising therefore that their unit 
price by comparison is high. 

Some of them are by-products, that is they are n 
mined alone, but obtained in connection with othe 
that carry the whole mining cost. Cobalt is nea 
always obtained along with copper, tantalum wi 
columbium, and germanium and selenium are strict 
by-products. There is no known deposit of eith 
metal thus far found in nature. On the other har 
lithium, titanium, zirconium, tungsten, and bery|- 
lium can be mined individually from their own spe- 
cial ores. 
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Companies Producing Rare Metals 

In some instances, major production of a “new” 
metal is credited to great mining companies for 
which the production of the special metal counts for 
comparatively little when measured against overall 
metal output. The most obvious case is titanium, 
for which sponge production comes from only four 
companies at present, none of which is primarily 
interested in titanium, although each has invested 
millions in production facilities. These companies 
include Titanium Metals Corp., owned jointly by 
Allegheny Ludlum and National Lead; Du Pont; 
Electro-Metallurgical Division of Union Carbide; 
and Cramet, jointly owned by Crane Co. and Re- 
public Steel. Similarly, the major factor in zirconium 
is the Carborundum Co. whose basic activities are 
quite removed from the metal. A considerable pro- 
portion of molybdenum output is by-product from 
Kennecott’s Utah copper ores, and in relation to the 
value of the copper giant’s output of the red metal, 
the value of the molybdenum is small indeed. 

This makes it more difficult 
for the investor to pick a com- 
pany that is concentrated in a 
special metal, with its fortunes 
entirely tied to the same. But in 
precisely the same degree his 
chances for loss are minimized. 
For example, a stake in titanium 
can be obtained through Rem- 
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ington Arms, which has a 
50% interest in Rem-Cru 
Titanium, or through Cruci- 
ble Steel, which has the other 
half interest. Less risk could 
be ‘ound in shares of Du 
Pon', where the success or 
failure of its titanium activi- 
ties could make relatively 
sma'l impact on its over-all profits. Sometimes the 
investor can make a choice. Thus, he can buy shares 
in P. R. Mallory Co., which has a half interest in 
Mal‘ory-Sharon Titanium. But the impact of earn- 
ings and dividends from the latter would have a 
far greater impact on Mallory than on Sharon Steel 
which owns the other half, but for which income 
from its normal steel operations is about five times 
projected earnings from the titanium subsidiary. 

As for such metals as selenium and germanium, 
it is impossible to acquire shares in any company 
where profits therefrom would make any substantial 
difference to the parent concern. Thus selenium pro- 
duction, which sells for about $15 per pound, was 
worth approximately $2,300,000 to Kennecott in 
1955. Not to be overlooked, obviously, but less than 
half-a-percent of the value of Kennecott’s total metal 
production of $550 million. 


Titanium Offers Extremely Valuable Qualities 


The bright particular star in the new glamour 
metal field undoubtedly is titanium. Its growth in 
only six years has been truly spectacular. Starting 
at scratch in 1948, sponge output reached 500 tons 
in 1950. From that year its curve zoomed up nearly 
vertically to 14,500 tons in 1956, and it is freely 
estimated it will reach over 25,000 tons in 1957. 
To project the ultimate limit is hazardous and de- 
(Please turn to page 778) 














Anericans puffed almost 392 billion cigar- 
etttes last year and wreathed the faces of manufac- 
turers and in most cases, stockholders as well, in 
broad smiles of satisfaction; for the industry had 
proved conclusively that its state of health was far 
more salubrious than had been generally believed 
following the cancer scare. Taxpaid consumption of 


cigarettes ran 2.5% over 1955, a year in which 
usage of the smokes was exceeded only by the peak 
of 394.1 billion units burned up in 1952. 

On the wings of this remarkable comeback, the 
Big Five of the $5 billion industry comported them- 
selves creditably in both sales and earnings, despite 
a notable lag on the part of the most venerable of 
all the companies, the 186-year old Lorillard organi- 
zation. And even this laggard among the leading 
manufacturers reported after the turn of the year 
that its sales decline had been arrested in the final 
quarter of 1956 and that far more favorable results 
are anticipated for 1957. 

It is virtually unanimously agreed both inside the 
trade and out, that the surge to prominence of the 
filter tip cigarette was the big factor in the gains 
chalked up by four of the Big Five last year. And 
authoritative quarters predict that filters will con- 
tinue to gain in 1957, with a spokesman for a manu- 
facturer of filter tip attachments for cigarette ma- 
chines declaring that sales of the filter tips in 1957 
will account for about 40% of total cigarette output. 

The basic appeal of the filter is a cleaner smoke, 
eliminating tobacco in the mouth—and Americans 
are demonstrating that this is the type of smoke 
they prefer, he asserted. 
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Battle 
for the 


SMOKER’S 
DOLLAR 


By WADE JOHNSON 


Cigarette makers had been jarred to their ver 
toes by the cancer-cigarette controversy whic! 
started a few years ago, and this highly competitiv: 
business of making and selling the smokes had see! 
its equities fall into disfavor with investors. But th: 
filter tip butt moved quickly to the forefront a: 
smokers, confused and beset with indecisions as : 
result of the claims and counter-claims being hurle¢ 
at regular intervals by both the medicine men and 
the tobacco men, refused to give up their long-time 
habit of puffing on a cigarette to pamper their taste 
and played it safe—by switching to filter tip smokes. 
These filters, the smokers reasoned, screen harmfu! 
elements, such as irritant tars and resins. 


Filters Boost Sales and Profits 


This increasing switching to filter tips boosted 
sales of the smoke phenomenally and from a micro- 
scopic 3% of the market in 1952, volume was hiked 
to a more presentable 19% in 1955, and by the end 
of 1956 the filters had garnered a whopping 30% 
of the market. 

Not only did the filter tip serve to meet the needs 
of the harried smokers, but it also meant economies 
in the manufacture of the cigarettes as filters re- 
quire about 10% less tobacco than conventional 70 
millimeter cigarettes and about 20% less than the 
85 millimeter, king size. Also, less than high-grade 
tobaccos can be utilized in making filter tip smokes. 
But the topper came in the fact that filters sell for 
two or three cents more per pack than the regular 
types, thus carrying a wider profit margin for a 
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manufacturer operating for years on an extremely 
narrow profit margin. 

The cigarette industry responded with alacrity to 
this mushrooming consumer preference for filter 
tips, with the result that the market has been in- 
undated with filter tip brands over the last few 
years. The smoker, who had only two filter tip 
brands to choose from as recently as 1952, was 
swamped by a staggering 20 filter brands by the 
close of last year. 

,\ccompanying the launching of these numerous 
filter tip brands, there has been unleashed a barrage 
of advertising and promotional efforts virtually un- 
paralleled in the field of merchandising. At spiraling 
co: ts, all modern media are employed with increas- 
ine intensity, and currently one cannot tune in the 
ralio or television without being greeted with a 
hi:-h pressure sales pitch on filter tips; and maga- 
zi) es, outdoor posters, car cards and point-of-sale 
m: terial all sing forth the praises of the increas- 
insly popular smokes. 


New Packaging Ideas Add to Competition 


As the battle for the smokers’ dollar was joined, 
civarette manufacturers also stressed eye-catching 
a} peal in completely revising the packages in which 
their wares are marketed. Brighter, practical and 
certainly more durable packages have resulted as 
the jingles on radio, television and in printed media 
incessantly sing out, “filter and flip-top box.” 

All of the Big Five, as well as the lesser lights in 
the industry, joined the swing toward modernizing 
their packages. In the van has been Philip Morris, 
the fourth ‘largest cigarette manufacturer in the 
United States. This company last year surged 
rapidly ahead of its competitors, both large and 
small, as it put its leading brands in crush-proof 
boxes, and made some startling changes in the 
colors identifying such long-established names as 
Philip Morris, Marlboro and Parliament. The drastic 
and extensive revamping of its packages paid off 
for Philip Morris, however, as sales climbed sub- 
stantially and earnings rose commensurately. 


Varying Results for ‘Big Five’ 


This emphasis on the turning out of greater 
amounts of filter tip cigarettes, and the implement- 


ing of their stepped up advertising and merchandis-, 
ing programs by offering their products in spright- 
lier packages, in the main has paid off for the entire 
industry. All of the leaders, save two, American 
Tobacco and P. Lorillard, reported gains in sales 
over 1955, with Reynolds Tobacco enjoying both 
record sales and earnings. Strangely enough, while 
American’s sales fell off moderately, its net income 
gained a mite. 

Thanks to filter tip Winston surging to the fore- 
front and making up the slight decline in Camel 
sales, Reynolds managed an improved profit margin 
last year. Earnings advanced to $5.91 per share 
from $5.05 for the previous year, and in June, 1956, 
this company hiked its quarterly dividend from 70 
cents to 80 cents per share. Its larger volume of 
business resulted in higher inventory and bank 
loans at the close of the year. 

Over at American Tobacco, the largest manufac- 
turer of cigarettes and the overall giant of the 
tobacco industry, with its extensive line of cigar- 
ettes (Lucky Strike regulars, the second most popu- 
lar smoke; Pall Mall, the king size leader; Herbert 
Tareyton, cork tip Tareyton, etc.) as well as its 14 
brands of cigars, and smoking and chewing tobacco, 
management coyly refrained from entering the filter 
tip market with a major brand smoke as it still 
had in its possession the second best selling Luckies. 

But in October of last year, American proudly 
introduced its “Hit Parade” filter tip cigarette, so- 
called, of course, in honor of its long-established 
radio and television program. Like the show it was 
named after, Hit Parade appeared to make a smash 
entrance on the cigarette stage and subsequent de- 
velopments proved that such was the case. 

Boasting in its advertising copy that “your taste 
can’t tell the filter’s there’, American plowed ahead 
in marketing the new brand across the country, and 
so successful was the debut of this smoke that 
fourth quarter sales of American zoomed to the 
highest for that period in the company’s history. 

However, the final quarter zing was not enough to 
carry sales for the year to the previous year’s peak 
level. Volume for the entire year dipped slightly, due 
principally to a drop of about 2.5% in Lucky Strike 
sales and the fact that Hit Parade was not marketed 
until the final three (Please turn to page 791) 














———— Earnings Per Share 


1954 1955 1956 
American Snuff $3.52 $3.95 $3.40 
| American Tobacco 6.12 7.45 7.51 
| Bayuk Cigars 1.03 1.65 1.70 
Consolidated Cigar 4.34 5.04 5.14 
| General Cigar 2.12 2.50 4.14 
| Helme (G. W.) Co. 1.72 1.79 1.68 
Liggett & Myers 5.30 6.46 6.39 
Lorillard (P.) Co. 1.98 2.07 1.34 
Philip Morris, Inc. 2.85 3.63 4.06 
Reynolds (R. J.) Tobacco “B”’ 4.19 5.05 5.91 


U. S. Tobacco 1.26 1.42 1.47 





*—Or latest 1957 div. rate. 
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Statistical Data on Leading Tobacco Companies 





Dividends Per Share ———— Recent Div Price Range | 
1954 1955 1956* Price Yield 1956-57 | 
$2.40 $2.40 $2.80 45 6.2% 4634-42 
4.40 4.40 5.00 75 6.6 8414-68's | 
.60 70 1.00 1612 6.0 192-168 
1.20! 1.201 1.20- 36 3.3 42'8-30'2 | 
1.00 1.25 1.60 36 4.4 40 -30'2 
1.60 1.60 1.70 24 7.0 2638-2358 
5.00 4.00 5.00 65 7.6 7258-61 
2.30 1.35 1.20 16 7.5 21%8-15¥8 
3.00 3.00 3.00 44 6.8 47 -39'2 
2.40 2.60 3.20 55 5.8 5734-49 
1938-17 


1.20 1.20 1.20 17 7.0 





— A LOE ARE 6S a TE TY SS LY 


1—Plus stock. 
2—Plus stock in 1956. 
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Appraisal and Outlook for 
Communications 


Companies 


By OWEN ELY 


" 

So far as the investing public is concerned, 
the communications industry is divided into four 
parts: (1) the Bell System, and its subsidiaries; 
(2) some 20 or 30 stocks of independent telephone 
companies; (3) Western Union, which controls all 
the telegraph business in the United States; and 
(4) companies operating mainly in foreign coun- 
tries, such as International Telephone & Telegraph, 
American Cable & Radio, and some Canadian 
utilities. 

Since 1935 the telephone service business has been 
able to solve many of its problems by one. innova- 
tion after another which have improved efficiency 
eonstantly, while unit costs have steadily declined, 
(making allowances for changes in the value of the 
dollar). 

However, the industry suffers under the handi- 
cap of high labor costs in relation to revenues—they 
are much higher than for other divisions of the 
utility industry, except transportation. Thus rising 
wage rates absorb much of the economies resulting 
from increased mechanization. 

While in the past the communications industry 
has been cyclical in character, anc felt the ups and 
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downs of moods and depressions, today the situation 
has changed greatly. For some years now there has 
been a great shortage of telephones resulting from 
the cross-the-country spread of industry, intensified 
suburbanization and the increasing numbers of new 
homes and new units of buying power. 

As a matter of fact, during the post-war period, 
the growth in the telephone industry has been 
higher than among the electric power companies. 
Revenues of the Bell System are now more than 
three times as large as in 1945 while for the electric 
industry they are about two and one-half times as 
large. Net income has also gained sharply—Bell’s 
net earnings have increased from $177 million to 
$778 million in this period. 

American Tel. & Tel., with assets of about $20 
billion, is the largest private utility in the world. 
It controls about 85% of the telephones in service 
in this country, and has annual revenues of $5.8 bil 
lion compared with about $426 million for Genera! 
Telephone, the largest independent company. Meas- 
ured by revenues, the Bell System is about three 
quarters as big as the entire private electric utility 
industry. 


THE MAGAZINE OF WALL STREET 













The Bell System is thus an empire in itself, with 
huge manufacturing and research facilities. 
A.T.&T.’s investment in Western Electric Company, 
Bell Laboratories, etc. totaled $745 million at the 
end of 1956. Dividends of nearly $50 million were 
received from Western Electric last year, with an 
additional equity in retained earnings of about $31 
million. 








Overseas Communications Up Sharply 





The Bell System also has its fingers in many 
other pies. Last September it began operating the 
new telephone cables across the Atlantic (all other 
trans-Atlantic cables had been used on a telegraph 
basis). The new system is owned and operated 
joinily by the Bell System and British and Canadian 
communications agencies. An immense amount of 
work was required to keep the new cables flexible 
while incorporating into them the tiny electronic 
apparatus necessary to amplify the human voice at 
intervals of forty miles. Since the opening of the 
cables, calls between the United States and Britain 
have nearly doubled, and other service to Europe 
has increased substantially. A cable to Alaska has 
also been constructed and one to Hawaii will be 
realy by the end of this year. Conversations are 
now running 30% over a year ago on all overseas 
telephone services, which reach 112 countries and 
territories by radio, telephone and cable. 

The Bell System, in addition to its U.S. maze of 
telephone wires, operates huge “coaxial cables”— 
buried underground—which can carry a large num- 
ber of individual telephone conversations and tele- 
vision programs, between cities. In other areas it 
operates radio-telephone relay towers containing 
“boosters” units, located about thirty miles apart. 
American Tel. & Tel. is thus a vital agency in trans- 
mission of television programs on a trans-conti- 
ental basis. Also, “closed circuit’? TV channels are 
being used increasingly for business meetings, inter- 
oflice conferences, telecasting college lectures and 






























Bell System are now dial-operated. (Long distance 
dialing is rapidly being developed—2,700,000 cus- 
tomers now dial as many as 20 million other tele- 
phones all over the country. Long distance calls now 
frequently go through in a few seconds and the 
average speed of connection is 1.4 minutes. Long- 
distance telephone talks increased nearly 10% last 
year. 

Bell is developing many special services for busi- 
ness. Private line services were 18% greater last 
year and the Teletypewriter Exchange Service 
handled 100,000 messages a day. Mobile telephones 
in cars, trains and steamships increased 10%. The 
use of special communications systems by companies 
operating gas pipelines, railroads, and airlines, is 
increasing rapidly. Currently the Bell System is 
making 36 intensive studies of different industries in 
order to improve communications facilities, indi- 
vidually tailored to meet special needs. IDP or Inte- 
grated Data Processing—the use of Teletypewriter 
services for transmitting paper work between a 
company’s offices in different cities—is steadily grow- 
ing. Increasing use of computers and other complex 
office machines will require more communication 
facilities of this kind. 


Amazing and Practical Technological Advances 


The Bell Laboratories is noted as one of the 
world’s greatest research organizations. The most 
notable recent development was the invention of the 
tiny transistor (as a substitute for radio tubes) the 
manufacture of which has now become almost an 
industry in itself. Bell Labs is now developing an 
electronic device called a “spin oscillator” designed 
to amplify microwaves. Since it creates far less 
noise than present oscillators, it should be able to 
pick up and amplify radio signals hundreds of times 
weaker than those now used. This should lead to 
much more efficient use of microwaves to carry TV 
and phone signals, and would also be very useful 
in astronomy. 


















































the use of TV as a medium for teaching an entire Bell is also developing new electronic switching 
school system is being explored. systems, the first of which will be tried out in 1959. 
Progress has continued in installing dial phones, A micro-radio relay system when developed will 
’ which reduce the amount of service and hence the carry telephone or television signals over distances 
“te number of employees; 89% of all phones in the of 100 to 200 miles — (Please turn to page 793) 
as 
rom ~ 
fied 
new 10 Major Communications Companies 
iod, —$_$—__—}95§_—__—_ a ie. 
een Total Net Total Net Latest 
ies. Total Operating Earnings Operating Earnings Indicated Price- 
Assets* Revenues Per Div. Revenues Per Div. Recent Div. Earnings 
—_ ———— (Millions) ———_— Share Paid ——(Mil.} Share Rate Price Yield Ratio 
ric ee pe ge ee Be eee We a mes mien 
3 as American Tel. & Tel. $20,320.3 $5,297.0 $12.27 $9.00 $5,825.2 $12.02 $9.00 177 5.0% 14.7 
a]]’s Bell Tel. Co. of Canada 1,183.0 245.5 2.34 2.00 274.6 2.25 2.00 46 43 20.4 
1 to General Telephone Corp. 938.8 351.2 2.64 1.60! 425.9 3.26 1.80 41 43 12.5 
International Tel. & Tel. 687.5 489.7 3.21 1.20 344.12 3.753 —- 1.80 31 5.8 8.23 
$20) Mountain States Tel. & Tel. 451.0 186.5 7.75 6.60 209.3 8755 660 123 5.3 14.0 
rid. New England Tel. & Tel. 954.0 285.3 8.95 8.00 307.8 9.01 8.00 135 59 14.9 
vice Pacific Telephone & Tel. ... 2,567.6 715.4 8.67 7.00 791.5 8.47 700 129 5.4 15.2 
bil Peninsular Telephone Co. 97.5 19.0 2.38 1.80 21.9 2.15 1.80 40 4.5 18.6 
2ral Rochester Telephone Co. .... 74.1 19.1 1.59 90 20.5 1.62 1.00 19 5.2 11.7 
2AS- Western Union Telegraph .. 304.5 242.0 2.10 93 252.5 2.21 1.00 19 5.2 8.5 
ree- S Sere ee 
lity *—Latest reports. 1—Plus stock. 2—Ist 9 months. 3—Estimated. 
— ae oe ee a em 2 eee ~ memes mn serene soe ame oe 
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Major Change 
In terms of the broad average 


level of stock prices, investors 
have been treated well by the 
market for a remarkably long 
period of time. In the years since 
early 1942 there have been three 
cycles of major advance, each pro- 
tracted. On the other hand, the 
bear markets were of moderate 
scope, as in 1946-1947; or even 
milder, as in 1948-1949 and 1953 
—and each was relatively short. 
During roughly seven years since 
mid-1949, and more so for about 
two and a half years since the 
autumn of 1953, the market pro- 
vided unusual opportunity in nu- 
merous stocks for relatively big 
and relatively fast profit making. 
Even as the general stock boom 
flattened out over a period of 
months, a fair number of stock 
groups showed fast-profit allure 
well into last summer. What has 
happened since foots up to a ma- 
jor change—which is by no means 
to say we are in a major bear 
market, although time alone will 
tell whether we are or not. A ma- 
jor change because it seems clear 
that the stock boom and the 
easier - than - average “pickings” 
have been definitely put behind. 
The time is not foreseeable when 
any great number of stocks will 
get back to the highs heretofore 
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seen. Certainly, investors now 
have to think more about con- 
serving capital, less about making 
money. They have to stress re- 
alistic evaluations. And_ they 
should not turn up their noses at 
“quiet” stocks which offer only 
moderate profit potentials only for 
patient holders. Probably some 
newcomers to the market need to 
be reminded that “‘money does not 
grow on trees” and is normally 
hard to come by. 


Sound Value 

Southwestern Public Service 
stacks up as a medium-quality 
growth utility stock with above- 
average merit for income yield 
and for appreciation potentials 
over the next several years. If the 
serious southwest drought has had 
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any effect on operations, it is not 
visible. In the five fiscal years 
through last August 31, revenue 
showed a total gain of more than 
50%, net income nearly 40%. In 
12 months through January 31 
the gains from a year ago were 
over 11% in revenue and over 
19% in net income. Despite recent 
equity financing, which increased 
outstanding common shares by 
roughly 7%, profit for the current 
fiscal year probably will range 
between $1.75 and $1.85 a share, 
against $1.64 on fewer shares in 
the prior year. Additional equity 
financing seems unlikely over the 
next several years. The dividend 
has been raised in 10 out of 12 
of the postwar years — most re- 
cently to $1.40 last December, 
from $1.32 previously. Another 














INCREASES SHOWN IN EARNINGS REPORTS ] 

1956 1955 
Pitney-Bowes, Inc. Year Dec. 31 $3.14 $2.82 
Scott Paper Co. Year Dec. 31 2.78 2.65 
Simonds Saw & Steel Year Dec. 31 11.47 8.08 
Goodyear Tire & Rubber Year Dec. 31 6.02 5.76 
National Airlines Quar. Dec. 31 48 12 
Schering Corp. Year. Dec. 31 6.04 4.71 
Central & South West Corp. Year Dec. 31 2.32 2.04 
Columbia Gas System Year Dec. 31 1.44 1.08 
McGraw-Edison Co. Year Dec. 31 3.05 2.25 
National Supply Year Dec. 31 5.13 3.75 
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boost is possible late this year. 
Close to 50% of payments made 
last year were non-taxable as 
ordinary income, and the tax-free 
) portion is not expected to vary 

much from that ratio through 
1960. The stock is currently at 
2634, yielding a gross return of 
over 5.2%. On a conservative 
§ projection of growth, the divi- 
-dend could reach $1.80 within 
the next three to four years. On 
' that basis, yield on stock bought 
at the current price would be over 
6.7%. Capitalized on a 5% basis, 
whic. would be more nearly nor- 
'mal than the present yield, a 
$1.80 dividend should put the 
stoc: up to around 36, for poten- 
tial capital gain of over 33%. 
5 Not exciting? True, but not bad 
for a low-risk stock, and this is 
a market in which “exciting” op- 
portunities are going to be rare, 
and not without considerable 
risk. for some time to come. 
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Conservative Speculation 
Compared with best earlier 





$4 this year. The dividend was 
raised to $1.40 early in 1956 ina 
partial restoration of the earlier 
rate. It could go to $1.60 or more 
sometime this year; and might 
get back to $2 when capital needs 
subside. The stock is now at 2634 
in a 1954-1957 range of 40-26. 
The current yield is 5.8%. On 
reasonably-projected potentials, 
it could appreciate by around a 
third or more within possibly one 
to two years. 


Oils 

Assuming fairly early resump- 
tion of Middle-East oil movement 
through the Suez Canal, what are 
the implications? It will benefit 
the international oil companies. 
It has to be at some expense to 
domestic companies through re- 
duced output of crude, if not 
through lower prices. As to the 
latter, time will tell. The con- 
sensus of the industry is that the 
boost effected in crude prices 
probably wi!l hold because it was 
justified by higher costs anyway. 





























/ years, margins and share earn- The reasoning may be debatable, 
ings of all leading companies in but domestic crude output is sub- 
| the biscuit-baking field have been ject to fairly close control by 
's not) pared by higher costs and inabil- state proration; and tre bulk of 
vears} ity to pass them along fully in the industry will strongly favor 
venuep Prices under prevailing competi- a production cut over a price cut. 
than} tive conditions. United Biscuit is In terms of days of supply at 
%. In} the third largest. Its sales gains estimated consuming rate, gaso- 
~y 3]) have compared satisfactorily with line supply is moderately exces- 
were} those of National and Sunshine. sive. If more weakness develops 
over However, it has lagged until re- in- product prices, while crude 
ecent) cently in combatting costs via prices are maintained, that would 
eased} Modernization of plants. Special be nothing new. It would squeeze 
.s by} ¢xpenses of the program were refinery margins, with impact on 
rrent} Principally responsible for cut- earnings of companies which buy 
range} ting profit to $1.45 a share in major portions of the crude they 
hare. 1954, from $3.96 in 19538. Divi- process. Not long ago, with do- 
es in} dends were cut in two stages mestic oils in special favor and 
quity from $2 to $1. The capital pro- the internationals in the dog 
r the} ram is still not complete and is house, we warned of the risk of 
idend thus a drag on earnings, but itis a whipsaw in buying the former 
of 12 well advanced. Profit rebounded and selling the latter. Compared 
. oa to $3.30 a share in 1955, and is. with the situation then, investors 
salicedl estimated at about $3.50-$3.60 a are now less willing to buy do- 
andl share for 1956. It could approach mestics, which are materially off 
] DECREASES SHOWN IN RECENT EARNINGS REPORTS 
oes 1956 1955 
82 Eaton Manufacturing Co. . Year Dec. 31 $7.06 $7.42 
» 65 New York Air Brake Co. Year Dec. 31 2.56 2.94 
3.08 Cornell-Dubilier Electric . Quar. Dec. 31 52 71 
76 Ferro Corp. .... Year Dec. 31 3.57 3.91 
12 Goodrich (B. F.) Co. .. Year Dec. 31 4.90 5.26 
71 fung-Sol Electric eeeee enone) Year Dec. 31 3.83 4.65 
».04 U. S. Smelting, Ref. & Mng. Co. .................. Year Dec. 31 4.51 5.25 
1.08 Amer. Encaustic Tiling ................0...e.. Quar. Dec. 31 -35 44 
2.25 United-Carr Fastener Corp. ........................ Year Dec. 31 4.50 6.37 
3.75 Re MN Re I caine i sccccccsscensaneccsssnave Year Dec. 31 3.48 3.81 
= {=—— icant — = 
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their highs, and more willing to 
buy internationals, despite their 
substantial rallies. Companies 
which are mainly or largely re- 
finers are in a potentially vulner- 
able position. Big domestic crude 
producers are in a basically strong 
position but seem to be facing 
some cut in output; and the stocks 
are mostly priced rather liberally 
on earnings. Among the leading 
integrated companies, we think 
that market prospects at this 
time are generally best for inter- 
nationals such as Gulf, Jersey, 
Texas, Socony, Royal Dutch and 
Standard Oil of California. 
Group Variations 

Stock groups which have per- 
formed better than the market in 
recent sessions up to this writing 
include some with favorable or 
improved earnings prospects, and 
some which have merely rallied, 
at least for the time being, from 
over-sold positions. The former 
include such income-stock groups 
as electric utilities, natural gas,— 
food brands and tobacco; also 
drugs, agricultural implements 
and sugar. The latter include air 
lines, aluminum, containers, cop- 
per, department stores, sulphur 
and television. Among the groups 
faring worse than the market re- 
cently have been chemicals, con- 
struction, coal, electrical equip- 
ment, gold mining, meat packing, 
mail order stocks, rail equipment, 


railroads, shipping, steel and 
tires. 

So Far In 1957 

The majority of the stock 


groups are materially under the 
levels where they stood around 
the end of 1956, despite the mar- 
ket rally from the February 12 
low point. Exceptions, now either 
moderately above the turn-of-the- 
year levels or little changed from 
them, are agricultural imple- 
ments, automobiles (despite some 
loss of ground by General Mo- 
tors), amusements, baking, coal, 
communications, drugs, finance 
companies, public utilities, soft 
drinks, sugar, sulphur, tobacco 
and variety stores. Among the 
groups off considerably in 1957 to 
date are air lines, aluminum, busi- 
ness machines, chemicals, copper, 
electrical equinment, meat pack- 
ing, metal fabricating, paper, 
petroleum, railroads, steel, tex- 
tiles and tires. 


Farm Machinery 


The farm equipment compa- 
(Please turn to page 794) 
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THE BUSINESS FORECASTER OF PRODUCTIVE ACTIVITY “= 


Business 
Trend 
Forecaster * 


RELATIVE STRENGTH MEASUREMENT 


1948 5 «(1949sy:—:—:«*190sg 


* 

Wins the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast avetaging business trends. 
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(a)—8 month moving average. 
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Industrial Production 
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This we have done in our new Trend Forecaster (developed 
over a period of several years), which employs those indica‘on 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 


When the Forecaster changes its direction up or down 1 
corresponding change in our economy may be expected sev: 
eral months later. 


The depth or height of the developing trend is clearly pre 
sented in our Relative Strength Measurement line, which re 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceed: 
plus 3 for a period of time, a strong advance in general busi: 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investmeni 
and business standpoints. 


Current Indications of the Forecaster 


As the first quarter approaches a close, the behavior of 
the component series of the Trend Forecaster is still mixed, 
with a slight downward trend predominating. 

Both stock prices and raw industrial commodity prices have 
weakened in the first quarter, with commodity prices in one 
of their more severe slides of the past several years. Average 
hours worked also declined in January, and apparently in 
February, judging from preliminary reports. New orders in 
durable goods industries have fluctuated erratically for sev- 
eral months, without a clear trend, and housing starts have 
drifted sideways for months. Among recent statistics, the 
strongest have been the sharp recovery of new incorporations, 
and the sudden spurt of nonresidential building awards. 

Reflecting this diverse behavior, The Relative Strength 
Measurement has continued to cling near the zero line 
throughout late 1956 and into early 1957. In November and 
December, it was almost exactly at zero; in January, it ap- 
parently moved to a slight negative. Sharing this drift, The 
Trend Forecaster itself has continued to move narrowly, in 
a pattern that still resembles early 1948. The Forecaster 
and its components should be watched closely in coming 
weeks, for indications of a clear departure from the present 
plateau. 
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CONCLUSIONS IN BRIEF 


INDUSTRY — Production trend is now drifting slowly 
downward, under impact of falling inventory de- 
mond, and curtailments in many consumer goods 
lines. Some raw materials, among them steel and 
lumber, are also moving down. The outlook: further 
declines in production for the next two months. 
TRADE — Still holding strong, but gains over the 
near term are growing increasingly unlikely. Person- 
al incomes are now no better than stable; shorter 
hours worked, and a slight rise in unemployment, are 
about offsetting the continued advance of wage 
rates. The outlook: growing less bright for the next 
three months. 

MONEY AND CREDIT — February provided increasing 
ev:'dence that the need for highly restrictive Fed pol- 
icies is getting less urgent. Money availability is be- 
ginning to ease, under impact of repayment of inven- 
tory loans. Outlook: short-term tightness through tax 
poyment dates, but not as severe as appeared pos- 
sible two months ago. 

COMMODITIES — raw commodity markets have con- 
tinued notably easy. The pressure of supply has been 
rising fast and still growing. Except where prices have 
already been sharply deflated (as in copper) price 
weakness is likely to continue in coming months. 








MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 


| TOTAL LOANS & 
| INVESTMENTS 


DEMAND DEPOSITS 


TOTAL LOANS 


INVESTMENTS IN 
U.S. GOVERNMENTS 


MONEY IN CIRCULATION 


i COMMERCIAL LOANS 


Jj AMJJASOND J 


1954 1955 1956 


























MARCH 16, 1957 




















BUSINESS ACTIVITY 
M.W.S. INDEX (1935-1939 100) 

















310 310 
Two 
+300 Week 
Ago 
o~ 
| FEE 
290| .23 
| _— 
} Year 
| Ago 
/#—18 











250 














230 











JAN. FEB MAR. APR. MAY JUNE JULY AUG. SEPT OCT 


NOV. DEC 








The tenor of business news in February has been un- 
usually mixed. At retail, the volume of sales has continued 
to hold up well; reports on spring apparel buying, still at 
an early stage, are encouraging, and automobile volume 
has at least held its own. In January, there were some 
surprising recoveries in contract awards data for non- 
residential buildings, and new orders for machinery and 
equipment appear to have risen sharply (but perhaps 
quite temporarily). 


Despite these brighter hues, the general tone of un- 
certainty and apparent weakness still dominates the 
business news. Most notable has been the gradual but 
persistent weakening of the steel production rate, which 
by early March drifted below 95% of capacity. According 
to recent reports, even those heavy steels which have 
been in chronically short supply for two years are begin- 
ning to loosen up, and even oil companies have been re- 
ported as cancelling a few steel orders. Steel order volume 
from the automobile industry has continued unsatisfactory, 
and industry sources now seem willing to face up to the 
fact that no sudden burst of automotive buying is at all 
imminent. 


Raw materials prices have likewise continued on the 
weak side. In the main, this reflects not a sudden drop in 
the rate of materials consumption, but a change of heart 
with respect to inventories on the part of purchasing agents. 
In recent surveys of purchasing policies, a substantial pro- 
portion of companies are now taking active steps to curtail 
the growth of inventories, and are buying on a strictly 
hand-to-mouth basis. 


This reversal of inventory (Please turn to following page) 
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Latest Previous Year 

THE MONTHLY TREND Unit tenth Wenth Meth Age PRESENT POSITION AND OUTLOOK 

INDUSTRIAL PRODUCTION®* (FRB) — | 1947-'9-100 | Jan 146 147 143 policy unquestionably accounts for the 
Durable Goods Mfr 1947-'9-100 | Jan 164 166 160 weakness in the industrial production in- 
Nondurable Goods Mfr 1947-9-100 Jan 130 130 129 dex, as well as the downtrend of whole- 
Mini 1947-'9-100 | Jan 130 130 131 sale prices. On the whole, it is a healthy 

seek sbaanen — development: inventory policy is com- 

a Dec 16.5 16.4 15.8 | ing under extraordinarily close scrv- 
Durable Goods Gens Dec 5.8 5.7 5.7 tiny before inventories themselves 
peat Goods ee Dec. 10.7 10.7 10.1 have drifted hopelessly out of line. 
Dep't Store Sales. Pewee | Bee 129 131 123 For the near term, there is little or no 
enaseepacrunans’ hope of a sharp resurgence of business. 
New Orders—Total* $ Billions Dec 228 294 200 | What is to be hoped is that the caution 
Derable Goods $ Billions te my np aa now being observed will gradually cleor 
Nendureble Geods $ Billions “i 143 143 138 up the excesses of the 1955-1956 boom, 
Shipments*® $ Billions Dec 28.7 28.7 28.0 and, by a current decline, clear the way 
Sentient $ Billions ee nny nee nears for : rod advance. As . _ the 
Stnciliantia teats $ Billions i aii aaah a trend of business remains slowly dowr 
ward, 
* 

BUSINESS INVENTORIES, END MO.* | $ Billions Dec 88.5 880 82.1 oe le 
Manufacturers’ $ Billions Dec 51.4 51.3 45.9 WHAT’S HAPPENING TO THE LABO} 
Wholesalers’ $ Billions Dec. 13.3 13.2 12.3 FORCE? In January, employment in the 
Retailers’ $ Billions Dec 23.8 23.5 23.9 United States declined fairly sharply- 
Dept. Store Stocks 1947-'9-100 | Dec 143 142 135 more sharply than it usually does be 

tween December and January. But unem 

CONSTRUCTION, TOTAL__| $ Billions Jan 3.0 3.4 2.9 ployment rose only slightly—less than i 
Private $ Billions Jan 2.3 2.5 2.2 usually does between December and Jan 

Residential $ Billions Jan 1.0 1.2 1.1 vary. The answer to the paradox seem 
All Other $ Billions Jan 1.3 1.3 1.1 to be that the labor force—the numbe: 
Housing Starts*—a Thousand Jan 1,010 1,030 1,195 of people at work or looking for a jot 
Contract Awards, Residential—b___ | $ Millions Jan 612 451 598 —has begun to shrink a little. That i 
All Other—b $ Millions Jan 1,167 1,125 1,260 to be expected. In 1955 and 1956, bur 
geoning employment opportunities pullec 
yeaa — pom me aa _ large numbers of temporary employee: 
Total Civilien ee ie pot pn prays (particularly women over 35) into the 
Non-farm comme oe on ape oe labor market. In the tightened conditions 
— — al pe a 109 | Of today, some of these temporary ad 
Wate Millions a ne ng wep juncts to the labor force are losing their 
Fostory “a ni as pees pre jobs. But instead of looking for other jobs 
maar naka i ret ae “ee “a they are simply leaving the labor force 
an ~~ = ot rib a =: io and returning home. Expect the trend to 
eokly Garnings ae ; , continue for several months. 
PERSONAL INCOME* $ Billions Dec 333.5 333.5 317.5 = 3 * 
Wages & Salaries $ Billions Dec 233 231 218 CORPORATE PROFITS—The squeeze i: 
Proprietors’ | $ Billions Dec 51 52 49 on, in earnest, and despite some of the 
Interest & Dividend: $ Billions Dec 29 30 30 misleading figures which recently have 
Transfer Payments $ Billions Dec 9 9 18 avpeared in the press. 
Farm | $ Billions Dec 15 16 15 Preliminary estimates of the Depart- 
ment of Commerce have put corporate 
ee ~/9- ; R F . 

— —— pores ~ ces = Se os rd profits in the fourth quarter of 1956 at a 
poten —" ° nee —. @he tn whopping $46 billion—much better than 
a neice rai pn ota — in any other quarter of 1956, and about 
: S se) ' ' — equal to the peak rate in late 1955. But 

snoeeny @ cneDet a big part of these profits—almost $4 
eeiadegeee $ Billions lis 106.6 1067 1088 billion, represented inventory profit aris- 
Sesh Metitiann $ Billions ia 76.6 78.8 787 ing from higher inventory valuations. Net 
I LT ER $ Billions Dec 313 30.4 267 of this profit, earnings in the quarter 
instalment Credit Extended* $ Billions Dec 3.4 3.5 3.3 te good but not rae 8 And a 
instalment Credit Repaid* $ Billions a 39 39 os clear squeeze is now developing, as 

industry finds it tougher and tougher 

FEDERAL GOVERNMENT to pass on added labor costs in 
Budget Receipts $ Billions Jan 4.8 5.4 47 heavily saturated markets. Net earn- 
Budget Expenditures. $ Billions Jan 6.1 5.7 5.3 ings in a number of key industries—ap- 
Defense Expenditures $ Billions Jan 3.7 3.5 3.0 pliances, paper, radio-television, copper, 
Surplus (Def) cum from 7/1 $ Billions Jan (7.0) (5.7) (8.5) | coal, etc.—may now be suffering. Auto 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
In Billions of Dollars—Seasonally Adjusted, at Annual Rates 
7 1956 _1955——__ | earnings, despite probable gains for two 
SERIES IV TT iT Iv of the big three, seem to be subsiding in 
Quarter Quarter = Quarter Quarter aggregate. And price pressure may 
GROSS NATIONAL PRODUCT. | 423.8 413.8 408.3 401.9 finally be catching up with the machinery 
Personal C pti 270.9 266.8 263.7 259.5 producers. In recent months, the prices 
Private Domestic Invest. 68.5 65.1 64.2 65.1 of machinery have been rising less rapidly 
Net Foreign Investment 2.4 7 sad —— than in earlier months of 1956. The pic- 
Government Purchases. 82.0 80.2 78.7 78.1 in Sow 0 | but it i id 
Federal. 48.3 47.2 46.1 47.2 ture is tar trom general but it ts wide- 
State & Local 33.7 33.0 32.6 30.9 spread enough to suggest that earning 
PERSONAL INCOME 333.2 327.0 322.9 314.6 a corporate dollar in 1957 will be more 
Ton & Olanten Payment 39.9 38.8 38.1 36.3 difficult than it was in 1956. 
Cisposable Income 293.3 288.2 284.9 278.4 * * * 
CommetenGgeaties___} 202 268 ty 6 MGS THE PRODUCTION TREND-—here’s some 
? arsonal Saving—d 22.4 21.4 21.2 18.8 : 
detail on the shape and composition of 
co —, PRE-TAX PROFITS* ___ oe ie 4 ap current output. Total production has 
orporate Taxes. .2(e) / . : . . . _ 
canenato thet Foal 22 Bie) 20.4 213 23.0 passed a peak; the industrial produc 
teldend fayennet 19 123 12.2 12.1 tion index is now declining. Most of 
stained Earnings. 10.9(e) 8.1, 9.1 10.9 the decline is in durables industries: in 
PLANT & EQUIPMENT OUTLAYS 37.3 35.9 34.5 315 primary metals (here the decline is likely 
ca to accelerate as the steel production rate 
THE WEEKLY TREND slips) and in fabricated metals, particu- 
» ; larly in residential building products. 
Week Latest Previous Year O f . . ; 
Unit Ending Week Week Age utput or transportation equipment is 
eos —— — | not declining, but its sharp rise of late 
M\VS Business Activity Index*. 1935-’9-100 Feb.23 | 290.0 292.0 287.7 1956 is clearly over. Machinery output 
AWS Index—per capita*- 1935-’9-100 Feb.23 | 222.4 223.9 223.9 is also at a peak, although it is unlikely 
Steel Production_ aaa % of Capacity Mar. 2 96.0 97.8 99.9 to decline much over the next two 
Auto Production_____ Thousands “aged poe a 167 months. Among soft goods, textiles and 
Paperboard Production 7 Thousand Tons Feb. 292 apparel output have been falling for sev- 
Lumber Production____ _ | Thous. Board Ft. Feb. 23 235 234 233 eral months (output should stabili ' 
Electric Power Output*____ | 1947-’49-100 Feb.23 | 228.2 226.7 216.1 ildef of ng en i 
Freight Carloadings__ Thousand Cars Feb. 23 627 676 687 current well- - ate evels). In = Sanee s, 
Engineering Constr. Awards $ Millions Feb. 28 321 375 356 paper and printing, production is on a 
Department Store Sales___| 1947-’9-106 Feb. 23 100 102 97 plateau, with no imminent weakness. Ac- 
Demand Deposits—c_______| $ Billions Feb. 20 56.3 56.4 56.1 tivity is stable in food, beverages and 
Business Failures___ Number Feb. 21 | 300 317 230 tobacco industries. 
- lly adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge, for 37 states. (c)—Weekly reporting member banks. (d)—Excess of disposable 
income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. Other 


Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. (na)—Not available. (r)—Revised. (1)—First Quarter. 
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1957 1957 
No. of 1956-'57 Range 1957 1957 (Nov. 14, 1936 Cl.—100) High Low Feb.21 Mar. 1 
Issues (1925 Cl.—100) High Low Feb.21 Mar. 1 100 High Priced Stocks ............. 244.6 209.2 216.5 217.2 
300 Combined Average .... 352.4 315.9 322.4 324.6 100 Low Priced Stocks ............. 415.8 378.9 387.6 388.8 
4 Agricultural Implements ...... 327.1 242.1 268.8 276.9 DI I nai snes cess cceincsss 882.7 637.9 660.2 647.0 
3 Air Cond. (‘53 Cl.—100) 119.4 98.8 111.4 110.2 4 Investment Trusts .......... 173.1 150.8 169.9 166.7 
9 Aircraft (‘27 Cl.—100) ..... 1423.5 1064.6 1252.7 1266.9 3 Liquor (‘27 Cl.—100) .... 1076.2 954.4 975.1 1005.0 
7 Airlines (‘27 Cl.—100) . 1117.4 832.1 832.1 832.1 A... —=Seiaea 523.4 370.4 482.3 482.3 
4 Aluminum (’53 Cl.—100) 566.7 337.1 392.7 401.2 3 Mail Order ....... 217.3 1626 1644 1626 
6 Amusements ......................... 172.3 144.1 153.3 156.2 4 Meat Packing ..........00000000..... 170.7 127.7 128.6 131.4 
9 Automobile Accessories ...... 373.7 334.5 345.2 348.8 5 Metal Fabr. (‘53 Cl.—100) ..... 213.2 175.4 179.3 181.2 
6 Automobiles .................0....... 52.2 47.1 48.1 48.1 10 Metals, Miscellaneous ............ 464.9 383.1 392.6R 396.6 
4 Baking (‘26 Cl.—100) ...... 28.7 25.5 27.3 27.6 .. = eile 1312.3 976.9 976.9 976.9 
3 Business Machines .............. 1171.3 831.5 956.2 966.5 22 Petroleum 872.3 675.8 766.1 774.4 
ee 652.3 556.5 526.5 568.5 21 Public Utilities 264.0 246.4 251.3 253.8 
4 Coal Mining ......................... 25.1 19.2 23.2 22.8 7 Railroad Equipment .............. 95.1 82.7 82.7 82.7 
4 Communications ................... 114.3 93.4 95.5 94.5 20 Railroads ................... 82.0 65.7 65.7 65.7 
9 Construction «0.0.0.0... 140.0 112.3 119.3 119.3 3 Soft Drinks ... 544.8 423.1 454.1 462.7 
as. 853.7 7317 739.5 754.6 12 Steel & Iron... 393.0 2838 338.0 338.0 
7 Copper Mining ..................-... 361.3 258.9 258.9 265.0 rr 107.4 60.1 103.6 102.6 
2 Dairy Products ....... 122.3 103.8 103.8 105.9 2 Sulphur IORI Se 950.2 758.4 849.0 857.4 
6 Department Stores .............. 93.7 80.1 80.1 81.7 11 Television ('27 Cl.—100) ..... 44.5 31.9 31.9 31.9 
5 Drugs Eth. (’53 Cl.—100) ...... 198.3 165.0 180.7 182.5 > >see 184.4 1247 124.7 128.9 
6 Elec. Eqp. (‘53 Cl.—100) ...... 228.6 178.9 215.0 215.0 3 Tires & Rubber 201.0 164.0 165.9 164.0L 
2 Finance Companies .............. 613.7 525.5 552.3 552.3 5 Tob 96.7 85.3 88.7 88.7 
6 feed Grands 306.1 264.0 264.0 2667 2 Variety Stores 298.8 258.2 260.8 258.2 
Be Is siseisiccbkcccsscssscensccase 176.9 153.8 157.2 157.2 15 Unclassif’d (‘49 Cl.—100) ... 164.2 144.8 155.3 155.3 





L—New Low for 1956-1957 
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Trend of Commodities 





SPOT MARKETS — Spot prices of leading commodities fell fur- 
ther in the second half of February, although the decline pro- 
ceeded at a slackened pace. The Bureau of Labor Statistics’ 
sensitive index of 22 commodities was down 0.9% during the 
period and all the major components of the index were lower. 
Metals registered the biggest decline, one of 1.8% and indus- 
trial raw materials lost 0.5%. At its February 28 close of 88.1, 
the composite index had surrendered all the gains registered 
from June to December 1956 and was back to last year’s lows. 
The daily commodity index has proven to be a reliable baro- 
meter of demand in recent months, as evidenced by the slowing 
down in inventory accumulation and in business activity since 
this price index started to slide off, late last year. 


FUTURES MARKETS — Most commodity futures followed a side. 
wise course in the two weeks ending March 1, at levels not far 
from the year’s lows. The Dow-Jones Commodity Figures Index 
lost 0.15 points from February 15 to March 1. Wheat futures 
were little changed in the period under review, despite indica- 
tions of further drought damage. World wheat production this 
year should be close to 1956 output, according to the Food and 
Agricultural Organization of the United Nations. This estimate 
does not include Russia, Eastern Europe and Communist China, 
Recent reports that Russia has re-entered the export marke in 
a big way suggests that wheat supplies behind the “iron curtain” 
may be building up rapidly. Weather and the export outlook 
will be the important factors in coming weeks. 































































































































































































































































































“ 
WHOLESALE COMMODITY PRICES 
130 ALL COMMODITIES 120 
1947-49 — 100 
120 t 4 
110 - { 110 NON.-FARM PRODUCTS 
1004 | 1 | 
Y> 100 
116 
90 115 
aa ‘ 
80 4 90 , ~ 
4] | | 80 FARM PRODUCTS 
PET 
60°3950 1951 1952 1953 1954 1955 1956 1957 ae ee 
INDEX 22 BASIC COMMODITIES | 
BLS PRICE INDEXES Latest 2Wks. 1Yr. Dec.6 95 = 
1947-49—100 Date Date Ago Ago 1941 (1947-1949—100) 
All Commodities Feb.26 1168 117.0 112.4 60.2 93 
Farm Products Feb. 26 88.3 88.8 86.0 51.0 
Non-Farm Products Feb.26 125.4 125.4 120.6 67.0 91 
22 Basic Commodities Feb. 28 88.1 88.9 89.0 53.0 
9 Foods Feb. 28 79.8 809 76.0 465 89 
13 Raw Ind’‘l. Materials Feb. 28 94.2 94.7 99.0 58.3 
5 Metals Feb.28 110.8 112.8 126.2 54.6 87 
4 Textiles Feb. 28 83.6 842 81.2 563 
85 
MWS SPOT PRICE INDEX ‘. MWS RAW MATERIALS SPOT PRICE INDEX ” 
14 RAW MATERIALS is . 
1923-1925 AVERAGE—100 | 170 170 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 
1956 1955 1953 1951 1945 1941 
High of Year 169.8 164.7 162.2 215.4 989 857 160 160 
Low of Year 163.1 1536 147.9 1764 96.7 743 
Close of Year 165.5 1647 152.1 1808 985 83.5 DOW JONES FUTURES INDEX 
165 165 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 160 160 
AVERAGE 1924-1926—100 155 15: 
am 
1956 1955 1953 1951 1945 1941 
High of Year 166.7 173.6 166.5 2145 106.4 846 150 150 
Low of Year 149.8 150.7 1538 1748 93.9 55.5 
Close of Year 162.7 153.1 166.8 189.4 105.9 84.1 AUG. SEPT. OCT. NOV. DEC. JAN. FEB. 
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Royal McBee serves 


thousands of growing businesses 


the world over with... 


... lypewriters 


Royal—world’s largest selling typewriter by far— 
in greater demand than ever...quality leader in 
electrics, standards, portables — and now the auto- 
matic Robotyper multiplying output up to 16 times 


.. Data Processing 


Methods, Equipment 


McBee Keysort punched cards, machines, equip- 
nent and supplies — used by organizations of all 
sizes to keep management’s operating information 
ind control up to the minute . . . and coming soon, 


1ew automatic tabulating keypunch equipment 


... Electronic 
Computers 


Mobile, compact, economical 
machines for high-speed compu- 
tation, with mass assembly and 
storage of data...the new LGP-30 
Computer, meeting the complex 
needs of smaller as well as the 
largest companies—adding a new 
dimension to Royal McBee’s tra- 
dition of service to the world of 
business for over half a century 


Mri 











Summary of Results 


Six Months Ended January 31st 1957 1956 





Income from Sales of Products, Services, etc. $52,808,554 $46,862,425 
Net Profit after Depreciation but before 

















Federal Taxes on Income .............. $ 6,456,973  $ 6,398,823 
Provision for Federal Taxes on Income ..... 3,322,976 3,213,324 
Net Profit after Depreciation and Provision 

for Federal Taxes on Income ........... $ 3,133,997 $ 3,185,499 
Earned per Share —Common Stock ........ $1.93 $1.96* 


*includes non-recurring income equal to 14 cents per common share, resulting 
from an award in litigation. 


(Subject to year-end adjustments and audit) 





ROYAL McBEE Corporation 


General Offices, Port Chester, N.Y. Plants in Hartford, Conn./ Athens, O./St. Louis, Mo./ Ogden, Utah/ Toronto, Ont./ Montreal, Que. 



























The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Diamond Alkali Company 


“Please review briefly the operating 
record of Diamond Alkali Co. for 1956 
and comment on the future outlook for 
the company.” R.C., Portland, Maine 


Diamond Alkali Co. of Cleve- 
land, Ohio is a major producer 
of basic industrial and agricul- 
tural chemicals. It achieved rec- 
ord sales and earnings in 1956. 

Sales of Diamond chemicals in 
1956 climbed to their highest level 
for the fifth successive year, 
reaching approximately $121,- 
250,000. This represents an in- 
crease of 10% over the total of 
$110,292,280, the previous record 
peak. 

Net income reached $10,380,- 
141, or $3.83 per share, an in- 
crease of 23% over 1955 income 
of $3.11 per share, adjusted to 
current shares outstanding. 1956 
earnings are after a special de- 
duction of 28 cents per share re- 
flecting accumulated losses since 
March 1955 of Diamond Black 
Leaf Co., an unconsolidated af- 
filiate. 

In reviewing the year’s results, 
the company’s chief executive of- 
ficer attributed increased 1956 
earnings to continued gains from 
previously completed expansion 
programs and to further growth 
of the company’s organic chemi- 
cal business. 

Two financing accomplish- 
ments of the past year were pre- 
payment of $2,550,000 worth of 
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long-term debt installments due 
in 1957, leaving only minor in- 
stallments remaining to be paid 
this year; and (2), retirement 
of preferred stock as a result of 
calls made in January and April, 
1956, whereby 120,000 shares out- 
standing at the end of 1955 were 
retired through redemption and 
conversion to common stock 

Profits from the first full year 
of operations of the Muscle Shoals 
Chlorine-Caustic Soda plant were 
quite satisfactory. The former 
Government-owned defense facil- 
ity at Sheffield, Alabama, ac- 
quired by Diamond in October 
1954, was put into limited opera- 
tion in March, 1955. Additional 
profit increases from this plant 
are anticipated this year. 

Providing general business ac- 
tivity continues at its present 
rate and in view of Diamond’s 
present expansion—modernization 
program, the company looks for- 
ward to another year which 
should add further impetus to its 
growth in both organic and in- 
organic chemicals. 

The company’s anticipated cap- 
ital spending requirements this 
year probably will exceed the 
$13,400,000 spent in 1956. No 
major outside financing is anti- 
cipated in the current expansion 
needs, due to heavy generation of 
cash from amortization and ris- 
ing depreciation charges as well 
as retained earnings. 


Cash dividends of $1.5714 yer 
share which included an exira 
and 3% in stock were paid in 
1956. 


J. C. Penney Company 


“IT have been a subscriber to y ur 
magazine for the past two years «nd 
would appreciate a report on J. C., 
Penney Co. with data on its earnii gs 
and prospects”’. 

D. M., Charleston, W. Va. 


J. C. Penney Company, natio.- 
wide department store chain, re- 
ported record 1956 sales of 
$1,291,867,267 against $1,22(.- 
085,325 a year ago, an increase of 
$71,781,942 or 5.88%. 

Net earnings for the year t»- 
taled $46,780,722 compared wi‘h 
a year-ago figure of $46,139,608. 
This is equivalent to $5.68 a share 
on the 8,231,952 shares of com- 
mon stock outstanding compared 
with a 1955 equivalent of $5.60 a 
share on the same amount of com- 
mon stock outstanding a year ago. 

Total number of new stores in 
operation at the end of 1956 was 
1687 against 1666 at the end of 
1955. During 1956, the company 
opened 30 new stores in 16 differ- 
ent states. 23 of the stores were 
in suburban shopping centers. 

In addition, 31 existing stores 
were relocated in new buildings 
while 9 small stores were closed. 
164 other stores were improved, 
bringing to more than 1500 the 
number of improvement projects 
the company has completed in the 
last ten years from retained earn- 
ings and without recourse to ad- 
ditional financing. 

For 1957 the company is con- 
tinuing its program of expansion 
and improvement of stores’ phys- 
ical condition. 

Company’s financial position 
continues sound. On December 31, 
1956, the total of cash and short 
term Government securities was 
$148,675,063. For 1955 the com- 
parable figure was $153,105,464. 
There were no bank loans out- 
standing. Financial position of 
company is strong. END 


THE MAGAZINE OF WALL STREET 





ee 





American Investment Company 

















ILLINOIS 
Cf «<a. HIGHLIGHTS of 1956 
1957 aa From the Annual Report to Stockholders 
1956 1955 
oa Gross Earnings .............. $ 43,479,647 $ 38,308,281 
xi Ta RID ic rnicensdavassuinn $ 6,341,337 $ 6,235,067 
d in Earnings per Common Share . $ 129 §$ 1.30 
Volume of Business.......... $313,729,830 $274,924,687 
Loans Outstanding........... $197,152,007 $168,597,159 
fale Number of Offices ........... 409 359 
s and 
J. 
nii gs American Investment Company subsidiaries 
ma made loans to nearly 1,000,000 customers in 
don, oa (nm Loans outstanding in millions of dollars 1956, and earned more money than ever before 
\, re- vean | OurstanoinG | oFFices 100 120 140 160 180 200 in its history. Fifty new offices opened or ac- 
3 oof 





22 quired during 1956 are expected to contribute 


se of 1955 | 625653 359 measurably to 1957 income. We believe that 1957 


bt tn Pee P= RMR mam will see more net earnings for our stockholders 
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The predecessor of American Investment Company began business in Springfield, Illinois 
ba al in 1917. In celebrating our 40th anniversary this year we are proud of our past and are 
phys- looking forward to our future with confidence. -——— 
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pends only on price. This is still high at $2.75 a 
pound for sponge, yet it represents nearly a 50% 
reduction within three years. 

There is no dearth of titanium ore. Titanium is 
the fourth most abundant structural element in the 
earth’s surface. The metal has outstanding qualities 
that are highly desired in metal working, notably a 
high strength to weight ratio. It retains its mechani- 
cal properties at high temperatures, and has ex- 
cellent corrosion resistance, particularly in salt 
water. It is 42% lighter than stainless steel and 
nearly as strong. It can be machined and drawn into 
wire or sheets. It has a better shock resistance than 
many of the best steel alloys. Compared to aluminum, 
it is stronger for its weight, and harder. 

From a production of 14,500 tons of sponge 
titanium last year, mill shipments of finished prod- 


ucts came to 5,100 tons, in billets, sheets, and bars, 
which sold for about $14 a pound, or approximately 
$130 million—not bad for an industry hardly past its 
infancy. About 10,000 tons went to the fabricators, 
balance to the Government. Out of this 10,000 tons 
production of mill products came to barely 50%, 
Scrap losses accounted for the balance. It’s stil! a 
problem, and a big one to the industry, but it seems 
on the way to being solved. 

In spite of its amazing growth, there is stil] 
uneasiness in the industry. Thus far, it’s largely a 
one buyer market—the government—supported  le- 
fense program, with nearly all the output going to 
the aircraft manufacturers and allied defense pr »j- 
ects while civilian demand is very low. 

Recause of its unique properties, it was thought 
that other than government users would ask for 
10% of mill production. The chemical industry, 
marine, paper, petroleum, food processing are all 
potential users. This is freely acknowledged, but 
there’s the stumbling block of price. With stainless 


steel at 40¢-$1.25 a 


(Please turn to page 78) 











Metal Company 


Titanium (sponge producers) Titanium Metals Corp. 
Du Pont 

ElectroMet 

Cramet 


Nat. Distillers Prod. 

Horizons Inc. 

Nat. Research Corp. 

New Jersey Zinc 

Kennecott Copper—Allied Chem. 
Stauffer Chem. Co. 


Titanium (fabrication) Mallory-Sharon Titanium 


Rem-Cru 
Lithium Foote Mineral 
Lithium Corp. 
Amer. Potash & Chem. 
Quebec Lithium 
Berryllium Corp. 
Brush Beryllium 
Fansteel Met. 
Molybdenum Corp. 
Kennecott 


Beryllium 


Col bi Tantal 





. Zirconium ...Carborundum 
Nat. Distillers Prod. 
Nat. Research 
Kennecott 
Alleghany Ludlum 
Cobalt Howe Sound 
shssaccis Haile 
Getchell 
Union Carbide 
Climax 
Kennecott 
Molybdenum Corp. 
Molybdenum Corp. 
Lindsay Chem. 


.. Kennecott 


Tungsten 


Molybdenum 


Rare Earths 


Selenium 
Germanium ...Eagle Picher 


American Zinc 





Important Companies In New Metals 


Comment 


Jointly owned by Alleghany Ludlum 
and National Lead 


Subsidiary Union Carbide 

Subsidiary Crane Co. and 
Republic Steel 

Not yet in prod. 

Development 

Development 

Development 

Development 

Development 

Jointly owned by Mallory 
and Sharon Steel 

Jointly owned by Remington Arms 
and Crucible Steel 

Other interests than Lithium 

Lithium metal and salts 

Other interests than Lithium 

Largest Can. prod. of Lithium ore 


Processor. Has other interests 
Owns important Quebec deposit 
Owns 51% of Molyb. Oka deposit 
Has other interests 

Has other interests 

Has other interests 

Has interest in Horizons patent 
Other interests 

Largest domestic cobalt mine 
Other interests 

Other interests 

Other interests 

Other interests 

Other interests minor 
By-product 

Other interests 

Other interests 

Other interests 


By-product 


By-product 
By-product 


=l 


Relative Importance to 
Company’s Overall Profits 


Important 


Minor importance 
Minor importance 
Important 


Important 

Basic importance 
Important 
Moderately important 
Moderately important 
Minor importance 


Important to Sharon 
Important to Remington, 
Mod. important to Crucible 
Important 
Basic importance 
Moderately important 
Basic importance 
Basic importance 
Basic importance 


| 
| 
| 
Very important to Mallory, | 


Very important 

Very important 

Minor importance 
Important 
Moderately important 
Moderately important 
Moderately important 
Moderately important 
Very important 


Very important 

Very important 

Minor importance 
Basic importance 
Moderately important 
Moderately important 
Very important 

Very important 

Minor importance 


Minor importance 
Minor importance 














Thorium ...Davison Chem. Other intrests Moderately important 
Lindsay Chem. Other intrests Moderately important 
Metal Hydrides Cther intrests Moderately important 
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Operating Revenues . 





Operating Expenses a 

Operating Ratio (Expenses to Revenues) . 

Taxes . Be let ee ert BAP Ee a 
Income Available for Fixed Charges . . . . . . 
Fixed Charges . : 

Times Charges Earned 

Net Income after Charges pA Gas 

Ner Income Per Share of Common Stock (a) (b) . 
Income Applied to Sinking Funds . —" 
Balance of Income Transferred to Earned Surplus . 


Shares of Common Stock Outstanding at End of Year (b) . 


Dividends Per Share Paid (b) 
Stockholders at End of Year . 


Tons of Revenue Freight Hauled (Thousands) . 
Revenue Ton Miles (Thousands) . 

Average Revenue Per Ton Mile . 

Passengers Carried et 
Passengers Carried One Mile (Thousands) . 
Revenue Per Passenger Mile . 

Average Number of Employees . 

Total All Weges 2. . ww tw te 
Miles of Road Operated at End of Year . 


$162,150,917 
$120,449,798 
74.28% 
16,590,668 
24,084,866 
3,939,475 
6.11 

$ 20,145,391 
$ 4.20 
$ 1,703,375 
$ 18,442,016 


tA TA 


4,797,610 
$ 2.50 
11,286 


51,407 
9,826,172 

$ -0138 
1,091,975 
$10,114 

$ -0268 
14,965 

$ 75,893,984 
4,062 














$154,164,995 
$111,265,102 


72.17% 

$ 15,787,711 
$ 25,321,224 
$ 3,783,103 
6.69 

$ 21,538,121 
$ 4.53 
$ 1,703,375 
$ 19,834,746 
4,759,272 

$ 2.372 
7,642 

46,922 
9,347,679 

$ .0138 
1,076,162 
471,709 

$ 0265 
15,270 

$ 71,146,762 
4,064 








$149,472,568 
$109,128,668 
73.01% 

$ 14,851,838 
$ 23,989,328 
$ 3,856,758 
6.22 

$ 20,132,570 
$ 4.26 
$ 1,703,750 
$ 18,428,820 


4,730,114 
$ 1.90 
6,306 


45,298 
8,756,928 

$ 0142 
1,079,244 
450,142 

$ 0266 
15,309 

$ 70,392,637 
4,064 









SHUT OWS 


from our 1956 annual report... 





i 1953 







$156,643,985 
$112,836,072 
72.03% 

$ 17,793,534 
$ 24,851,281 
$ 3,943,448 
6.30 

$ 20,907,833 
$ 4.45 
$ 1,697,300 
$ 19,210,533 


4,698,950 
$ 1.50 
5,672 


43,744 
8,787,838 

$ 0148 
1,206,164 
500,413 

$ 0275 
16,402 

$ 72,889,512 
4,078 


(a) Taking accelerated amortization on emergency projects covered by Certificates of Necessity as deductions 
for Federal Income tax purposes reduced the accruals for Federal Income taxes as follows: 


Reductions in 


Year Accruals 

ee One ee eee $ 4,280,000 
SAE ane See ee ee mae eae 4,950,000 
Di cvibenbanaeeas ces ieskan 5,758.000 
Ea «eibasdssacekeaessnas-s 4,362,000 


$ 0.91 
1.05 
1.21 
0.91 


Per Share of Common Stock of the Earnings 
Per Share Shown in the above Tabulation 


(b) Based on shares outstanding as of December 31. Years prior to 1956 restated to reflect effect of the split-up 
of Common Stock on the basis of 2 shares of $20 par value for each share of $40 par value, which became 


effective April 25, 1956. 


The 1956 Report has been distributed to Seaboard’s stockholders and securityholders. A copy may be obtained by writing to: 


E. L. LASH, Jr., Secretary, Seaboard Air Line Railroad Company, Norfolk 10, Va. 
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pound, there must be special in- 
ducement to pay $10-13 a pound 
for titanium. Then there have 
been production delays, and com- 
plaints of the quality of the metal 
in earlier years. But now it’s 
claimed that sponge is first class, 
of stipulated purity. And the price 
of mill products has now followed 
sponge down, with a reduction to 
$1114 a pound. 

The main outlet for titanium 
today—its bread-and-butter mar- 
ket- is of course the preparation 
of the oxide for manufacture of 
titanium white paint, familiarly 
known in the trade as Titanox. 
Such paints have high coverage 
and wearing power along with 
opacity. They have been widely 
substituted for white lead and re- 
placed zine oxide and lithopone. 
It appears significant that the 
largest factor in the white lead 
paint industry, National Lead Co., 
and the largest in the zinc oxide 
business, New Jersey Zinc Co., 
are each deeply concerned, and 
successfully so, in production of 
titanium oxide pigments. “If you 
can’t beat’em, join’em”’. 

Profits of titanium metal pro- 
ducers and fabricators are not yet 
impressive, with the exception of 
Titanium Metals Corp., which 
reported earnings of $11 million 
in 1956, as compared with $7.1 
million in 1955. The 1956 profits 
resulted from production of 6000 
tons of sponge, which is to be 
increased to 9000 tons in 1957. 
Titanium Metals is financing its 
expansion from its own resources, 
and is unlikely to distribute any 
dividends to its owners in the 
near future. Profits of Rem-Cru 
in 1956 were disappointing but 
can be attributed entirely to two 
plant accidents that tied up pro- 
duction as well as two costly 
strikes. Severe inventory losses 
had to be absorbed when sponge 
prices were cut. But this is water 
over the dam. Rem-Cru obtains 
its sponge from Du Pont and is 
probably the leading producer of 
titanium mill products from pur- 
chased sponge, with an estimated 
annual capacity of 10-12 million 
pounds. Rem-Cru has been suc- 
cessful in producing _ steadily 
larger ingots and recently melted 
its first 2-ton titanium ingot. 

Mallory-Sharon Titanium ob- 
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tains its sponge from Du Pont 
and Union Carbide. It is a fabri- 
cator of semi-finished titanium 
products. Aside from making 
sheets for the airplane industry, 
it makes no titanuim end prod- 
ucts. Production in 1956 was 
2,600,000 pounds of finished prod- 
ucts. It is planned to expand pro- 
duction in 1957 to 6 million lbs. 
Profits for the company in 1956 
approximated $3 million, equally 
shared by P. R. Mallory and 
Sharon Steel. 

Cramet, owned equally by 
Crane and Republic Steel, oper- 
ated well below capacity in 1956, 
producing 2500 tons of sponge 
and did creditably to break even. 
It is expected that 5000 tons will 
be produced in 1957, close to ca- 
pacity of 6000 tons. Official esti- 
mates are that Cramet should 
earn about $6 million this year at 
this operating rate. About half of 
Cramet’s sponge will be sold to 
Republic Steel, the other half go- 
ing to the Government at $4 a 
pound. Republic will fabricate its 
share of sponge into end products. 


Lithium Top Secret Replacement 
for Uranium 


Among the “new” glamour 
metals lithium takes no back seat. 
Actually lithium was discovered 
150 years ago but had virtually 
no industrial use until World 
War II, when the hydroxide was 
widely used by the Navy for gas 
generators. Investors paid scant 
attention to the metal, which 
slowly gained wide acceptance for 
such prosaic uses as a metallurgi- 
cal deoxidizer, or for porcelain 
enamel where it reduces the heat 
needed to bake the enamel on to 
mtals. Or for manufacturing a 
lithium stearate for compounding 
in auto greases, that would work 
equally well at sub-zero tempera- 
tures or in trovical heat. The oil 
industry needs 20 million pounds 
annually with demand increasing. 

Investors yawned. Then a few 
years ago came a well-supported 
rumor from Washington that a 
controlled fusion reaction might 
soon be achieved in which lithium 
would replace uranium as a prime 
source of fuel for nuclear energy. 
It was already known that lithi- 
um offered a short cut to the 
manufacturer of the hydrogen 
bomb. If the terrible energy could 
be harnessed for peaceful use, the 
future of lithium would make the 
uranium boom just an also ran. 

Almost overnight lithium be- 
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came the prime speculative favo. 
ite in the metal field. Shares jy 
the few established producer 
soared, New lithium ore develop 
ment projects, especially in Cap. 
ada, vied for the speculator’ 
dollars. Then came the hard reali. 
zation that construction of a ‘he. 
retical fusion reactor is not like) 
to be developed in less than || 
years. The over-played markt i 
the penny lithiums largely col. 
lapsed. 

Nevertheless the potentiz! i 
there to make lithium a tre 
glamour metal in the atomic fue 
field. A given quantity of lit] iun 
could yield three times as niuci 
energy as the same amour: ¢ 
uranium. More uranium is ne2de 
to obtain the essential U235 ‘hai 
to get the needed lithium 6 iso op 
for lithium 7. And lithium is » ela. 
atively far more abundant in na 
ture than uranium, more abun. 
dant than lead or zinc but ver 
thinly distributed. So much i 
known. Details, confirmation, re 
duction? Responsible govern. 
ment officials as well as the pre. 
ducers cooperating with ten 
snap a curt “no comment” to a! 
inquiries. It’s classified informa, 
tion, in the top bracket. 

Lithium is the lightest of th 
metals, only 15 the weight of alu 
minum, As an ore it never occur 
in the pure form but as the oxide 
which must be concentrated be 
fore being processed chemicallj 
to recover the metal, or muci 
more commonly the carbonat 
(sells about $ 1 a pound) or other 
lithium compounds for industry 
Extensive deposits of lithium or 
occur at Kings Mountain, North 
Carolina and in the Black Hill 
of South Dakota, as well as i 
Searles Lake, in California. Cana 
dian reserves, mostly as yet un 
developed, are believed to be eve! 
larger, exceeding 25 million tons 
Only one major Canadian pro 
ducer is in operation today, how 
ever—Quebec Lithium, under con 
tract to deliver concentrates ti 
Lithium Corporation. Consump} 
tion in 1956 broke all record 
totalling about 32 million pound) 
of the carbonate. 


However, production also in 
creased even faster and larger im 


ports came from Rhodesia. Thq 


price of the pure metal remain} 
steady at $11-13 a pound. The out 
look for the industry is for in 
creased consumption in estab 
lished industrial lines, for lowe! 


(Please turn to page 782) 
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ALLIS-CHALMERS 


...serving the 
growth industries 






PUBLIC WORKS 














MANUFACTURING 


Allis-Chalmers Highlights 











For copies of the 
Annual Report write 


Allis-Chalmers Manufacturing Co. 
Shareholder Relations Dept. 
1131 S. 70th St., Milwaukee 1, Wis. 


sir | 
& all ——_ | 
$2 


a : 
$538,045,485 


Om Ge 
34,774,217 lie 


24,805,326 2 | 
3.03 <p <s | 


2.00 EE. 








Sales and Other Income . $551,592,589 
All Taxes... 33,822,287 
Earnings Pee eee ee I ASLO OR) SR tO . 20,355,045 
Earnings per Share of Common Stock”................. 2.42 
Dividends Paid per Share of Common Stock“... 2.00 
Shares Outstanding 

Preferred stock 122,899 

Common stock* 8,141,435 
Dividends Paid 

Preferred stock 635,857 

Common Stock............0..-.ce-cccecee waa —_ 16,044,658 
Share Owners’ Investment in the Business 

Preferred stock ee an 12,289,900 

Comma BECK anes etesenssscccceens Sie . 159,852,403 

Bearnings retaimed..cccccccccssscccssssssssseesee 124,129,723 

Total share owners’ investment.............. 296,272,026 

Book Value per Share of Common Stock”.............. 34.88 
LC a OS nn. ye oe. 
Ratio of Current Assets to Current Liabilities... 3.13 to 1 
Number of Share Owners 

I EN isc sscssssssescasesnscacenssccescccesonnceossvainscccnndsita 699 

ea Te 47,449 
Employes 

Number of employeeg........... Re : 38,803 

| EE a ree Ree ete eee nee 194,140,323 


* Adjusted for two-for-one stock split in June, 1956. 


ALLIS-CHALMERS gion 





186,471 divisions 
7,888,724 Power Equipment 
Construction Machinery 
941,278 industrial Equipment 
Farm Equipment 
15,526,911 General Products 
Buda 
18,647,100 
120,455,193 eae 
Beardstown, Illinois 
292,130,873 Boston, Massachusetts 


Cedar Rapids, iowa 
34.67 Gadsden, Alabama 


273,895,488 Harvey, Illinois 
5.49 tol Independence, Missouri 
LaCrosse, Wisconsin 
LaPorte, Indiana. 
2,147 Norwood, Ohio 
40,222 Oxnard, California 
Pittsburgh, Pennsylvania 
40.182 Springfield, Itinois 
176,715,591 Terre Haute, Indiana 


West Allis, Wisconsin 


Essendine, England d 
Lachine, Quebec, Canada . | 


F i 
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prices, and development of new 
uses and markets. These will not 
be hard to find. And around the 
corner the atomic market is 
beckoning. 

The three major American pro- 
ducers of lithium are Foote Min- 
eral, Lithium Corporation, and 
American Potash & Chemical. 
These companies are fully inte- 
grated in the lithium industry. 
Reference has been made to Que- 
bec Lithium, important as a pro- 
ducer but not integrated. Lithium 
Corporation has its activities 
bound up wholly in lithium. Its 
aggressive expansion has been 
marked by a $370,000 program to 
double the lithium metal output at 
its St. Louis plant. The company’s 
measured ore reserves total over 
8 million tons. Sales approximated 
$11 million in 1956 and profits in- 
creased sharply from 23 cents per 
share in 1955 to about $1.30 in 
1956. Since 1954 Lithium Corp. 
stock has advanced from $5 to a 
high of $45. It is currently selling 
about $37. The company has paid 
no cash dividends but declared 
5% in stock in 1955 and 3% in 
stock in 1956. 

Foote Mineral is an older com- 
pany than Lithium Corp. with 
more diverse interests. For 1956 
the company could report about 
$1.80-$2.00 a share, which makes 
the stock sell about 25 times earn- 
ings at current market of $46. 
Sales in 1956 approximated $24 
million with outlook estimated 
better than last year. Expendi- 
tures for capital projects in 
1957 will exceed $3 million, to 
be financed internally by cash 
flow from improved earnings, 
rapid amortization and depletion 
charges. The company works in 
close liaison with the Government 
in the Atomic Energy program. 

Both Foote and Lithium Corp. 
have every qualification for 
growth stocks. 


Zirconium Vital for Atomic 
Energy Program 


Zirconium has an _ intriguing 
future. Without the metal there 
would probably have been no 
NAUTILUS, the Navy’s atom- 
powered submarine. Its success 
spurred the Navy to plan for an 
atomic fleet of at least 2 surface 
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and 15 submarine vessels and one 
merchant ship. This calls for 
millions of pounds of reactor- 
grade zirconium and to provide 
this, AEC contracted with three 
companies for 11 million pounds 
to be delivered over a 5-year 
period 

For construction of nuclear 
reactors no structural material is 
so satisfactory as zirconium. It is 
almost as strong as steel, but 
lighter, and has outstanding cor- 
rosion resistance, along with pos- 
sessing an extremely high melt- 
ing point, about 3350 degrees F. 
In an age when the crying need 
is for materials that can with- 
stand the terrific heats encoun- 
tered within jet engines and in 
rocket missiles, the advantage of 
zirconium and its compounds is 
obvious. Zirconium boride is said 
to be infusible at 6000 degrees F. 
Quite as important for a nuclear 
structural material, it does not 
absorb and thus waste neutrons 
needed for a chain reaction. 

So much for defense require- 
ments. But the metal has an im- 
portant potential as well in indus- 
try for refractories, in steel alloys, 
and in surgery. Increased con- 
sumption depends only on reduced 
costs from quantity production. 
At present zirconium is a high 
priced metal, about $12 per pound 
for the reactor-grade metal. Com- 
mercial grade metal which con- 
tains the associated metal haf- 
nium sells about $714 a pound. 
Hafnium itself, obtained as a by- 
product, goes exclusively to the 
AEC for the atomic reactor pro- 
gram. It’s scarce, comprising less 
than 5 per cent of the metal con- 
tent of zircon concentrates. 

There’s no scarcity of zircon 
ore. Supplies are plentiful in 
beach sands and river gravels in 
favorable localities. Ore reserves 
are good for 100° years—no doubt 
longer. Mining and transporta- 
tion costs are low, but reduction 
of the ore to pure metal has been 
a metallurgist’s headache. A cheap 
continuous process is needed in- 
stead of the costly Kroll process. 

Metal production increased to 
450,000 pounds last year. Indus- 
trial capacity for producing the 
reactor-grade metal should be 
over 5 million pounds by 1958 
with a value of about $70 million. 
Quite an accomplishment since 
1949 when output was zero. 

Companies concerned in supply- 
ing zirconium to the Government 
and no doubt ultimately to private 
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industrial users are financially 
strong. They include Carborun. 
dum Metal, which has a contract 
to supply the Commission with 
500,000 lbs. a year; Nationa! Dis. 
tillers Products to produce 1 mil. 
lion lbs.; and National Research 
Corp. to supply 700,000 lbs. The 
privately owned Wah Chang Corp. 
will operate the Bureau of Mines 
Oregon plant to produce 300,000 
Ibs. AEC has stepped out of this 
country to contract with Japanese 
zirconium producers for 400 000 
lbs. as well. Other established pro- 
ducers include Zirconium Mctals 
Corp., a subsidiary of Nati nal 
Lead; Foote Mineral, Firth $ ter- 
ling, and Metal Hydrides, a ‘\’en- 
tures subsidiary. 

Because of the relative a) un- 
dance of zircon deposits, and the 
high cost and difficult prob! ms 
involved in processing the ore, the 
field has had little attraction for 
the stock promoter. But inves ors 
who are intrigued by the prosject 
of expansion ahead for zircon um 
can find plenty of opportunit) to 
take a position indirectly through 
the shares of some of the compa- 
nies mentioned. True enough, 
these companies can offer only 
partial participation because their 
major activities are in other fields, 
but at the same time the chance 
for loss is minimized through 
diversification by their other min- 
ing interests. 


Beryllium Enjoys Established 
Industrial and Atomic Demands 


Beryllium has considerable ap- 
peal to the investor on two counts 
—it has an established demand 
from industry because of its many 
unique properties, and it has an 
assured place in the atomic pro- 
gram because in nuclear power 
plants, in addition to its good 
refractory characteristics, it has 
a low neutron-absorption factor 
and acts as a moderator. 

This was recognized by AEC 
when it placed two contracts in 
1956 for 500,000 lbs. each at $47 
per lb. over a five year period 
with the two principal producers, 
Beryllium Corporation and Brush 
Beryllium. Each contract came to 
$23.5 million. 

Beryllium’s largest industrial 
use is in alloying with other 
metals, It improves the properties 
of some, and for others it confers 
new ones. When 2% of beryllium 
is added to copper, it not only 

(Please turn to page 784) 
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toughens and strengthens the lat- 
ter, but it makes the alloy heat 
hardenable. At the same time 
high electrical and heat conduc- 
tivity is retained. Other useful 
beryllium alloys are made with 
zine, nickel, aluminum, and mo- 
lybdenum. 

The metal itself is almost as 
light as magnesium and has a 
high melting point. It transmits 
X-rays readily. It’s obtained al- 
most exclusively from the mineral 
beryl, which is far from being in 
abundant supply. Only relatively 
small reserves appear to be pres- 
ent in the U.S. and 90% of re- 
quirements depend on imports 
from abroad. The Government 
has tried to stimulate domestic 
production through a plan to pur- 
chase at prices higher than the 
market, or about $400 per ton, 
but without much success. 

Obtaining an adequate supply 
of beryl ore is only part of the 
battle. The major problems of the 
industry are to develop a cheap 
and efficient method of processing 
the ore, and to prevent exposure 
to the toxic effects of beryllium 
compounds. Naturally, the rela- 
tively high price charged for the 
metal hinders expansion of its 
use. But the health hazard to 
workers has been largely elimi- 
nated by rigid industrial hygiene 
control methods. 

Investors have no difficulty in 
finding a candidate for their 
funds if they wish to cast their 
fortune with the promising future 
of beryllium. Two companies, 
Beryllium Corp. and Brush Beryl- 
lium are dominant in the field, 
although neither can claim to 
have indepedently secure sources 
of essential beryl ore. Beryllium 
Corp. is the largest processor of 
the metal in the world. Shares of 
both companies are typically of 
growth type and sell on a high 
price x earnings ratio, but make 
an appeal to long pull investors. 


Cobalt Use Falls Below 
Expectations 


Something seems to have gone 
wrong with cobalt demand. Only 
a few years ago cobalt had a top 
rank among the strategic metals. 
The Government hastened to con- 
tract for large supplies with pro- 
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ducers here and abroad. The re- 
port to the President by the 
Materials Policy Commission (the 
Paley Report) declared that con- 
sumption of cobalt would expand 
350 per cent in the period 1950- 
1975, or faster than use of nickel 
in the same period. An insistant 
demand for the metal was antici- 
pated for use in rockets, guided 
missiles, and atomic energy de- 
velopments. Cobalt consumption, 
about 9 million pounds in 1950, 
was expected to rise to 40 million 
pounds by 1975. 

It may do so, but the record to 
date doesn’t show that it will. 
Consumption in this country last 
year approximated 9,500,000 
pounds, little changed from six 
years earlier. Consumption has 
not been affected by lack of sup- 
plies or higher price, because pro- 
duction in U.S. increased nearly 
50 per cent over 1955, and the 
price, now $2 per pound, has been 
reduced from $2.60. 

Probably demand 
over-estimated although cobalt, 
resembling nickel in many re- 
spects, has a great deal of merit, 
as an additive to steel. As an 
alloying element it imparts hard- 
ness at red heat, thus making it 
valuable for cutting tools, for 
high speed steel where high tem- 
peratures must be met. It makes 
the best permanent magnets, for 
which there is increasing demand 
in industry. But its largest use 
is for the cobalt-chromium-tung- 
sten-molybdenum alloys, which 
account for over half its consump- 
tion. Its main handicap has been 
its relatively high cost. For some 
purpose it is better than nickel, 
but its price is nearly three times 


has been 


as much, even after the latest 
price reduction and _ nickel in- 
crease. 


At present, world production of 
cobalt exceeds demand, and the 
situation might worsen when the 
objective of the national stock- 
pile is attained—which won’t be 
reached for some time, however. 
But Haut Miniere du Katanga, 
the world’s largest cobalt pro- 
ducer, is in position to cut the 
price if it sees fit, and has done 
so. The big Rhodesian copper 
mines also recover large amounts 
of cobalt as by-product. If present 
metallurgical research is success- 
ful on recovery of cobalt from the 
lateritic ore at Nicaro, Cuba, in- 
creased output is indicated. 

At present Howe Sound is the 
only American producer of cobalt, 
from the only substantial orebody 


THE MAGAZINE OF WALL 


in America, The company has ,; : 
long-term contract with the Goy.f 


ernment for its output at a profit. 
able price. Ore reserves aypear 
adequate and initial metallur gic! 
difficulties have been — solve) 
Calera Mining Co., its wholl 
owned subsidiary which operate 
the property, appears to be th 
main source of revenue fo the 
parent company, which offers , 
logical medium for a position j 
cobalt. 


Columbium and Tantalu: 1 


Columbium and tantalum ay 
usually found together in the ore 
They had their own special itt 
boom a few years ago whe) th 
Government whirled up the ric 
it would pay for the concent ate 
to the equivalent of over $6(.0; 
ton, thereby creating a wild : pec. 
ulative market for, new pr mo. 
tions in Canada. Without warn. 
ing, Washington suddenly \vith 
drew its supporting bid, ind cat 
ing that its 15 million lb. stoc <pik 
requirements had been filled. Th 
price collapsed about one-thir 
and with it the market for co um 
bium stocks, which have :ine 
been out of the limelight. 

This has little to do with th 
merits of the two metals, excey 
to indicate that the producers cal 
supply for at least a decade a 
foreseeable demands, a matter ¢ 
serious doubt before. 

Columbium is essentially a 
alloying constituent now widelj 
used in certain types of steel 
Small additions make stainles 
steel more weldable and furnis! 
heat resistance. As yet it ha 
found only limited application ij 
making carbon steel. Yet its su 
porters refer to it confidently a 
the metal of the future, and con 
siderable weight has been givel 
to this contention by the entran¢ 
of Kennecott Copper into the pit 
ture, which besides acquiring 
sizable block of Molybdenum Cor 
poration stock, took a half inte! 
est in ‘“Moly’s” huge deposit ( 
columbite ore at Oka, Quebec an 
will cooperate with the other i 
erecting a concentrator and pr‘ 
cessing the ore to produce ferr 





columbium and ferro-columbiunf 
tantalum. At the same time Kel 
necott acquired control of one | 
the world’s largest columbiu 

producers in Nigeria, thus prq 
senting solid evidence that tli 
big corporation was in earnest i 
its belief in columbium’s future 

(Please turn to page 786) 
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ONSOLIDATED net income of the finance companies, insurance 

/ companies and manufacturing companies from current operations, 
after payment of taxes, exceeded $26,400,000, the largest in COMMERCIAL 
Crepit’s history. The volume of receivables acquired by the finance 
companies during 1956 aggregated $3,387,087,994, compared with 
$°,677,241,749 during 1955. 
The outstanding receivables of the finance companies of $1,296,831,241 
or December 31, 1956 were larger than for any previous comparable date. 
Gross written premiums of the insurance companies, prior to reinsurance, 
dvring 1956 were $33,106,362, compared with $47,056,317 for the 
pievious year. 
t sales of the manufacturing companies during 1956 were $118,976,584, 
ce mpared with $117,992,005 during 1955. 
t income per common share was $5.26 on the number of shares out- 
s' anding and was larger than for any previous year in the Company’s 
h story, and compares with $5.22 per share during 1955. 

1e book value of the common shares has increased $12.78 during the 
pst five years, and on December 31, 1956 was $40.28. During this five 
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year period the Company paid cash dividends of $61,758,361 on its 
common shares, and retained $58,796,311 in the business. Capital funds 
of the Company on December 31, 1956 exceeded $200,000,000 which, 
with $80,000,000 of subordinated unsecured notes (including $25,000,000 
due 9/1/57) and $25,000,000 Junior subordinated notes, provided a 
base of credit for borrowing purposes of $305,000,000. The Company 
held reserves of $126,874,798 available for credit to future operations, 
expenses, credit losses and earnings. 


We are grateful for the continued use of our facilities by manufacturers, 
wholesalers, retailers and customers, and the continued support of our 
stockholders, institutions and others who have provided our operating 
funds. We appreciate the intelligent cooperation and enthusiasm of the 
officers and employes in the handling of the Company’s operations, 
which made 1956 the largest earnings year in the history of the Company. 
The outlook for 1957 for the Company and its subsidiaries appears 
satisfactory. 
E. C. Wareheim, Chairman of the Board 
A. E. Duncan, Founder Chairman 
E. L. Grimes, President 

















Condensed consolidated balance sheet as of December 31, 1956 and 1955 
ASSETS LIABILITIES 
( ASH AND MARKETABLE 1956 1955 NOTES PAYABLE, 1956 1955 
SUOUMITENS.............. $ 180 693 150 $ 190 532 645 SHORT TERM............ *$ 698 810 917 $ 790 319 000 
1) ECEIVABLES: ACCOUNTS PAYABLE AND 
Motor and other retail....... 881 551 169 816 989 402 Po a ae 48 939 709 49 047 254 
7 5 2 2 
Motor and other wholesale ... 166 677 835 225 590 720 US. AND CANADIAN 
Direct loan receivables....... 68 955 708 49 628 455 INCOME TAXES.......... 26 240 176 30 175 468 
Commercial and other “ age en 
receivables ............+4. 181 132 189 156 450 891 + ««- RESERVES.................. 16 O15 745 77 122 671 
1 298 316 901 1 248 659 468 LONG-TERM NOTES........ 319 000 000 171 875 000 
SUBORDINATED LONG- 
Less: unearned income ....... 73 538 302 63 488 898 TERM NOTES... ...ccccccs 80 000 000 105 000 000 
reserve for losses ...... ___19 659 794 16 385 073 NET WORTH: 
Total receivables, net. . 1 205 118 805 1 168 785 497 Common stock..........sse. 50 336 451 50 155 161 
Capital surplus............. 28 898 274 28 515 984 
OTHER CURRENT ASSETS. . 28 123 901 27 791 421 
PIXED AND OTHER ASSETS 27 915 205 18 449 923 Earned surplus.............. 123 527 230 111 344 m8 
YEFERRED CHARGES ..... 9 917 441 7 995 844 





$1 451 768 502 $1 413 555 330 


Includes $25,000,000 Unsecured Subordinated Notes due September 1, 1957. 


Total net worth .......... 202 761 955 190 015 937 
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A few facts as of December 31, 1956 and 1955 


1956 1955 
$3 387 087 994 $3 677 241 749 





Gross finance receivables acquired 


Written insurance premiums, 


prior to reinsurance ......... 33 106 362 47 056 317 


Net sales manufacturing companies 118 976 584 117 992 005 


iross income—finance companies $ 103 400 554 $ 85 124 940 





Earned insurance premiums, etc. 36 943 437 38 663 845 
Gross profit—manufacturing 

eee re rere ee ee 16 878 758 17 958 054 
Investment and sundry income. . 4 345 640 3 488 899 

rere rr errr 161 568 389 145 235 738 
Total expenses, insurance losses 

and reserves, etc. 72 898 339 66 116 446 
Interest and discount charges... 37 133 947 24 922 052 














1956 1955 
Net income before U.S. and 
ne eee 51 536 103 54 197 240 
Less U.S. and Canadian taxes 
ee ae 25 057 432 28 012 310 
Net income of 
Finance companies........ 16 569 774 15 628 251 
Insurance companies....... 5 777 288 5 877 336 
Manufacturing companies . . 4 131 609 4 679 343 


Total credited to 
earned surplus....... $26 478 671 $26 184 930 


Common shares outstanding, 


MI sone ctunceke~ die 5 033 645 5 015 516 
Common stock per share 

PON ID ino sac cs saosin $5.26 $5.22 

U.S. and Canadian tax on 

REG akvsiwashcl cides 4.98 5.58 

SS ows canciteanacie 2.80 2.65 

Book value ‘ eee 40.28 37.88 
Interest and discount charges— 

eee 2.38 3.17 





Offering services through subsidiaries in more than 400 
offices in the United States and the Dominion of Canada. 


COMMERCIAL CREDIT COMPANY Bottimore 2, Maryland 


Copies of our 45th Annual Report available upon request. 
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Quite in line with the above 
was decision by Fansteel Metal- 
lurgical Corp. to make a $7.5 
million expansion of its plants in 
Chicago and in Oklahoma, which 
would increase Fansteel’s tanta- 
lum and columbium metal pro- 
duction by 50 and 150 per cent 
respectively. The president of 
Fansteel anticipates that the con- 
sumption of tantalum for capaci- 
tor use may increase as much as 
20 times within the next decade. 

Tantalum is best known in in- 
dustry for its almost complete 
immunity to corrosive or chemical 
attack. In this respect it resem- 
bles glass. Very few acids even 
at high temperatures, have any 
effect on it. For the chemical in- 
dustry acid proof tantalum equip- 
ment is frequently indispensable. 

Unless one is willing to accept 
excessive sveculative hazards and 
acquire shares in some of the 
Canadian promotions that have 
columbium deposits, his choice 


for participation is confined to 
Molybdenum Corporation with its 
proven Oka orebody and strong 
association with financially- 
potent Kennecott. Of course, 
“Moly” has other interests as well, 
notably its rare earth operation 
in Mountain Pass, California and 
its Questa molybdenum property. 
Or by purchasing Kennecott one 
can participate to a limited extent 
in columbium development, al- 
though Kennecott’s profits from 
such developments would doubt- 
less rank rather small compared 
to its major returns from copper. 
Fansteel Metallurgical is essen- 
tially a processor—and a good one 
—of columbium and tantalum, and 
as probably the leading factor in 
the industry, its stock is highly 
regarded by far sighted investors 
as a growth situation. 


Thorium Steel in Research Stage 


Thorium has a real place in the 
atomic field but it hasn’t yet 
arrived. But it may be knocking 
at the door. It could become an 
economic source of fissionable 
uranium—233 in the breeder reac- 





to submit for appraisal. 
Where do we get that news? 


want to. 





We Have News for You... 


On nearly any security you own—or may want to buy... 

On the current outlook for all the major industries—and the 
leading companies that make them up... 

On the overall strength and balance of any portfolio you care 


From thousands of basic source books in our financial library, 
one of the largest you can find... 


From the tickers of UP, AP and Dow-Jones... 


From more than 1500 Account Executives who staff 116 
Merrill Lynch offices from coast-to-coast and keep headquar- 
ters advised of any important local business developments. 
From a score of specialists in our Research Department—one 
of the biggest and best in the business—who are charged 
with knowing all there is to know about the particular 
industries for which they’re responsible. 


Yes, we think we have news for you if you own stocks—or 
And that news is always yours for the asking. 


Merrill Lynch, Pierce, Fenner & Beane 


Members New York Stock Exchange and all other Principal Exchanges 
70 Pine Street, New York 5, N. Y. 
Offices in 108 Cities 
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tor, producing more fissiona}j 
material than is burned in th 
reactor’s fuel system. This woul 
make new reserves of 


Soure 
material available for nicley 
energy requirements. A_ break. 


through for thorium in the atom; 
field was the announcement | 
Con Edison that it had bough 
27,500 lbs. of the material fror 
AEC for $537,000, to be used } 
its contractor, Babcock & \ileq 
Co. in conducting critical e per, 
ments with a full-sized react 
core, prior to installation of 
reactor in the Indian Poin’ sit 
Successful operation could |: ad: 
a massive demand for thoriu nf 
other atomic power installat on 

However, AEC has male | 
plain that its position wa: w 
changed regarding requirer ent 
and has repeated that so iar, 
the Commission’s thorium pr 
gram was concerned, it wa: lin 
ited only to research. The on 
thorium to be purchased wast 
be for experimntal purpose: an 
there was no plan to buy rion 
zite ore, the chief source 
thorium. It was acknowledge 
that the metal had long be 
recognized as a potential sour 
of fissionable material and th 
when all the research pro)len 
had been solved it could become; 
great significance. But this w 
cold comfort to potential pr 
ducers who were looking for : 
immediate market. 

Thorium is recovered fr 
monazite sands by a number 
companies, only a few of whit 
are publicly owned. Most of ti 
supply is imported from Braj 
and India. It has some speti 
industrial uses, such as an ad 
tive in magnesium alloys and 
gas mantles, but these are har 
extensive. Prices are high fort 
metal, about 50-75 cents per gra 
The thorium compounds sell 
about $7 per pound. 

Many companies report pl 
ence of thorium in their ores | 
don’t attempt to utilize them 
absence of an assured mark 
The principal producer of tho 
um compounds is probably Lil 
say Chemical Co. 

Thorium at the present ti 
does not offer a fertile field 
investors, but the situation co 
change rapidly depending on |! 
atomic program. However, thi 
seems to be little danger of sh 
supplies of monazite ore, the } 
duction of which could be reat 
increased by price incentive. § 








WALL STR 





sionabl. 
in th 
$ woule 
sources 
nucles 
break. 
» a tomi 
lent bj 
bough 
al fron 
used }y 
VWileos 
€ <peri 
reacty 
n of 
in’ sit 
L) adt 
‘lunf 
lat on, 
na le 
was ul 
"er .enti 
» Tar @& 
im pr 
va: lim 
‘he on 
Was { 
Ses all 
y 110ns 
urce 
yw] edge 
ng bee 
1 sour 
ind th 
»ro} len 
ecome( 
this w 
ial pr 
y ford 


ss 





d fr 
mber 
yf whit 
st of ti 
n Braj 
PB spel 
an adi 
; and { 
re hard 
h fort 
yer gra 
s sell 


ort pli 
ores | 
them 
mark 
of tho 
bly Lit 


ent ti 
> field 
ion co 
1g on! 
yer, thi 
r of sh 
, the 
pe real 
tive. § 


STR 








1957 Outlook for 
Building and Construction 
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has intensified and profit margins 
have dwindled in numerous in- 
stences. Enlargement of plant 
canacity designed to take advan- 
tave of strong demand factors 
m:y bring about recurrence of 
pr ce-cutting in event of any 
sl: ckening in general business. As 
a ase in point, the cement indus- 
tr’ has greatly enlarged its ca- 
ps city since the Korean incident. 
Nw facilities have been erected 
in southern and western markets, 
w iile many plants at other points 
h: ve been enlarged. If the road 
biilding program should fail to 
e) pand as projected, a surplus in 
si pplies readily may develop. 

Contraction in profit margins 
hs developed more _ noticeably 
anong manufacturers of heating 
aid electrical equipment as well 
as among suppliers of plumbing 
aid hardware. Competition has 
intensified also in lumber and in 
wallboard as well as_ roofing. 
Gypsum has become plentiful 
once more, along with asbestos. 
Only cement among major mate- 
rials has remained relatively firm 
in price structure. 

As competition has increased 
and prices have dipped, the 
stronger and more efficient manu- 
facturers have been better able 
to obtain satisfactory margins. 
Smaller, marginal companies 
again have found the going 
rough. This is the familiar pat- 
tern in a highly competitive in- 
dustry. Under the circumstances, 
it would not be surprising to see 
evidence of a renewal of consoli- 
dations such as developed a year or 
two ago. If industrial construction 
should show signs of slipping, the 
trend toward uniting marginal 
concerns with larger units might 
gain momentum. 

The desire to provide a com- 
plete line of products often in- 
spires mergers at times when 
satisfactory financial arrange- 
nents can be worked out. As an 
example, it is generally known 
that Johns-Manville would like to 
add gypsum products to its diver- 
sified line. The need for such a 
step has been evident for a year 
4” more, but propitious circum- 
stances have failed to materialize. 

(Please turn to page 788) 
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through Ba.0's three 
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shippers happier ! " 


says Captain Tri-port 











NEW YORK, 

PHILADELPHIA, 
BALTIMORE... Nothing beats 
routing foreign freight via the 
B&O. Foreign traders can choose 
from the three great ports of New 
York, Philadelphia and Baltimore 
to meet their special needs. 


Shipments move swiftly and 
dependably between plant and 
shipside under B&O’s exclusive 
Sentinel Service on carloads and 
Time-Saver Service on L.C.L. 
B&O Tofcee Service (trailer-on- 
flat-car) is also available. 


Try the B&O Tri-ports— 
geared to shipper satisfaction. 
Ask our man! 


Foreign Freight Representatives at: 


NEW YORK..... Phone: Digby......... 4-1600 
PHILADELPHIA...Phone: Rittenhouse. . .6-4500 
BALTIMORE..... Phone: LExington.. . .9-0400 
WASHINGTON...Phone: REpublic...... 7-6500 
CHICAGO....... Phone: WAbash _.... .2-2211 


BALTIMORE & OHIO RAILROAD 


Constantly doing things—better! 
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As indicated earlier, the avail- 
ability of credit constitutes one of 
the prime factors in regulating 
construction activity. In housing, 
a variety of government spon- 
sored programs have contributed 
to a high rate of home ownership 
in the last quarter of a century. 
Insuring of mortgages by the 
Federal Housing Administration, 
for example, has spurred home 
purchases, for it has enabled 
lenders to make funds available 
at advantageous rates. The Vet- 
erans Administration and other 
agencies are charged with re- 
sponsibility for assisting home 
buyers. It is believed that 60 per 
cent or more of urban dwellings 
now are owned by individuals 
living in them, an exceptionally 
high ratio. 

Gradual relaxation of rent con- 
trols and subsequent advances in 
charges by landlords have induced 
many families living in crowded 


metropolitan centers to seek 
homes in the suburbs. Tightening 
of credit in the past year prob- 
ably has retarded this movement. 
Agitation looking toward formal 
approval of higher interest 
charges on FHA and VA ap- 
proved mortgages may stimulate 
sales this year, it is believed. 
Builders contend that financial 
assistance would become more 
generally available if the official 
rate were raised to 5 from 414 
per cent. By making mortgages 
of this type more attractive to 
financial institutions having funds 
to lend, a greater interest on the 
part of investors would seem 
likely. 

Because prospects for individ- 
ual classifications in the building 
industry are anything but uni- 
form, it may be helpful to review 
recent trends in several segments. 

Cement — With the benefit of 
insistent demand and increased 
capacity, the industry enlarged 
sales about 10 per cent last year, 
it is estimated, and net income 
registered comparable gains on 
the average. Capacity was en- 
larged an estimated 15 per cent 
last year and an additional 8 per 
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1956 1955 

NET SALES and other receipts $123,725,731 $105,978,076 
Total Costs and expenses . 111,001,862 96,028,239 
Net income before taxes on income ~ 12,723,869 9,949,837 
Provision for taxes on income . 6,700,000 5,270,000 
NET INCOME FOR YEAR . $ 6,023,869  § 4,679,837 
NET INCOME PER SHARE. . ... $ 3.01 $ 2.82 

(Based on average number of shares outstanding) 
Average number of shares outstanding 1,998,226 1,660,750 
CASH DIVIDENDS declared $ 2,884,460 $ 1,835,922 
Income reinvested in the business . 3,139,409 2,843,915 
Payroll and other employee-benefits 42,968,826 36,936,294 
TOTAL ASSETS 99,722,258 89,587,643 
Current assets 71,244,969 62,920,623 MANUFACTURER OF: 
Current liabilities 19,452,380 18,134,354 Industrial Fork Lift Trucks, 
Long-term debt. . . . . . . . 18,168,707 —«:19,178,291 ete ii 
Earnings reinvested in business, Dec. 31 30,565,571 28,206,162 Locks, Door Closers, 
STOCKHOLDERS’ EQUITY . $ 61,261,171 $ 52,274,998 Pumps, and other 
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tHe YALE & TOWNE smanuracturinc company 
Executive Offices: Chrysler Building, New York 17, U.S.A. 


16 manufacturing plants and a Research Center in the United 
States, Canada, England and Germany. Licensed manufactu- 
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and components 
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paid by Yale & Towne 
every year since 1899 


Next quarterly dividend, 
37 a¢ a share, is payable 
April 1 on stock of record 
on March 14, 1957 
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cent is expected to come into 
operation this year or early in 
1958. The price structure is firm, 
costs have been compensated for 
to a large extent by price in- 
creases, Indications point to con- 
tinued strong demand, especial! 

in road construction. Leading pro- 
ducers appeared headed for rec- 
ord sales and more satisfactor 
earnings this year than in 1956. 

Gypsum board and lath — 
slower pace in residential co 
struction and increased outpt 
have combined to remove tl 
tight supply situation in this po} 
ular type of material. Aggressi\ 
expansion by National Gypsur 
and by Bestwall (while a divisio 
of Certain-Teed Products) cor 
tributed to elimination of th 
shortages experienced in 1955 an 
earlier. Although prices hay 
eased slightly, margins are bette 
than in some other areas. Th 
field is expected to be enlarge: 
as others endeavor to take advan 
tage of a growing market. 

Lumber — Demand and suppl) 
are in reasonable balance for th: 
time being, it is believed, althoug! 
productive capacity appears mor« 
than adequate for potential needs 
The industry, especially in ply 
wood, has been plagued from tim« 
to time by sporadic price-cutting 
and by subsequent curtailment ot! 
output. The outlook is regardec 
as reasonably satisfactory. 

Plumbing and heating — Con 
traction in the residential fiel 
may be felt more by manufac- 
turers of these supplies than in 
other segments. The trend toward 
heating by natural gas in many 
sections contributes to lowe) 
equipment needs. Moreover, em- 
phasis on large, higher priced 
homes may mean installation ot 
two or more bathrooms, but ex- 
penditures on heating equipment 
are not increased in proportion 
to total cost of housing. Demand 
for year-around air conditioning 
equipment has not become strong 
enough as yet to contribute im- 
portantly to income for manufac- 
turers in this category. 

Brick and tile — Increased ac- 
tivity in construction of office 
buildings, hospitals, hotels and 
structures usually requiring large 
quantities of brick and tile is re- 
garded as a favorable factor for 
producers of such materials. 
Capacity in tile remains well in 
balance with demand. Indications 
point to a satisfactory year for 
this group. Prices have been well 
maintained for brick. Prospects 
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are considered promising for 
operations in this segment. 

Glass — Moderate decline pro- 
jected in use of window glass in 
new housing is expected to be 
offset in large measure by sales 
for renovation and repairs of 
older homes. Expansion in com- 
mercial and industrial plans also 
is likely to prove a favorable 
factor. The trend toward greater 
use Of glass in homes, especially 
larze “picture windows”, tends 
to sustain volume. Projections of 
a modest increase in auto output 
an more extensive use of plate 
gloss provide additional support 
for the glass industry. 

Miscellaneous — Supplies of 
otier essentials such as electrical 
wiving, asbestos insulation, as- 
phalt roofing, etc., are regarded 
as more than adequate for all 
pr spective housing needs. Light- 
in. fixtures, pre-fabricated kitch- 
en cabinets, ranges and other 
appliances also are plentiful and 
generally are available at dis- 
counts. Keen competition which 
enabled builders to obtain appli- 
ances at prices less than those 
quoted for dealers has abated, 
however, and except for large 
quantities price concessions are 
more nearly normal. 

In evaluating stocks in the 
building group it may be noted 
that representative issues have 
retreated considerably from their 
1956 highs and that skepticism 
toward the group has been mani- 
fested for many months. Atten- 
tion should be called also to the 
fact that prospects for some seg- 
ments of the industry are more 
promising than for others. The 
comments in the accompanying 
tabulation may be helpful as a 
guide. —END 
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power for centuries to come.” 
Even in Europe, “atomic power 
never will reduce the present cost 
of power,” Pickett says. But he 
does agree that perhaps “in time 
a decrease in cost of nuclear pow- 
er will meet an increased cost of 
conventional power, at which 
point nuclear energy will be eco- 
nomically beneficial to Europe.” 

But Earl D. Johnson, senior 
vice president of General Dynam- 
ics Corp., says atomic power “is 
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certainly competitive” now with 
conventional fuel “in New Eng- 
land and many other regions of 
the world.” If this country falls 
behind in atomic development for 
local economic reasons, presently 
undeveloped countries “will leap- 
frog directiy into the atomic age,” 
Johnson says, while America re- 
mains in the fossil fuel age. 

“It seems to me the _ sheer- 
est of folly for Americans,” says 
Johnson, “‘to waste precious eco- 
nomic and military time in what 
are essentially — from a world 
standpoint — penny-wise argu- 
ments about competitive costs of 
fossil and atomic fuels.” 

U. S. water power resources al- 
ready have been developed to the 
point where they are not a factor 
in future power demand projec- 
tions, and coal and oil, according 
to Johnson, “in no way approach 
the potentials of atomic energy.” 

Companies manufacturing re- 
actors and reactor components 
for the domestic and foreign 
markets are, of course, already 
reaping profits from atomic ener- 
gy. One atomic executive, Charles 
Weaver of Westinghouse which is 
loaded with contracts for naval 


propulsion plants, said recently, 
“IT object to the statement that 
nuclear power must necessarily 
be a losing operation.” 

So also presumably would exec- 
utives of a host of other supplier 
firms—Babcock & Wilcox, General 
Electric, Aero Jet, Sylvania Electric 
Products, and Combustion Engineer- 
ing, to name only a few of many. 


Nuclear Propulsion 
an Important Field 


Industrial electric power isn’t 
the only atomic field inviting pri- 
vate investment. Another is nu- 
clear propulsion for merchant 
ships. The government already 
is building an atom-ship, and the 
AEC has launched a new program 
aimed at developing ‘“‘commercial- 
ly propulsive power for merchant 
ships.” Richard P. Godwin, proj- 
ect manager for the AEC and 
Maritime Administration on the 
atom-ship, believes nuclear pro- 
pulsion will be competitive with 
other kinds of power for ships 
operating at high speeds on long 
runs “in about five years.” 

So if U. S. industry isn’t jump- 

(Please turn to page 790) 
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ing head over heels into atomic 
energy, why? The Atomic Indus- 
trial Forum recently polled its 
members and came up with these 
answers: Lack of economic in- 
centive, inadequate insurance pro- 
tection, and secrecy policies of 
government. 


Problems of Indemnity Insurance 


Men like General Dynamics’ 
Johnson have tried to answer 
the lack-of-incentive argument, 
and the mushrooming foreign 
market supplies another partial 
answer. What about insurance? 
Private groups are ready to pro- 
vide $60 million worth of liability 
and $60 million worth of property 
damage coverage. But what wor- 
ries prospective owners of big 
atomic power plants is the “third 
party” liability they might incur 
in the unlikely event a reactor ran 
away and spewed radioactive poi- 
son over the countryside. Cong- 
ress appears certain to do some- 
thing about this. 

There may not be unanimity in 
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140TH DIVIDEND 


A quarterly dividend of $0.60 
per share in cash has been 
declared on the Common 
Stock of C. I. T. FINANCIAL 
CorporaTION, payable April 
1, 1957, to stockholders of rec- 
ord at the close of business 
March 11, 1957. The transfer 
books will not close. Checks 
will be mailed. 
C. JoHN KuHN, 
Treasurer 
March 4, 1957. 
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111th CONSECUTIVE QUARTERLY CASH DIVIDEND 


The Board of Directors has declared a quarterly 
cash dividend of 


$.25 per share on Common Stock 
payable March 30, 1957 to stockholders of record 
at close of business March 15, 1957. 


March 1, 1957 


Over 1,000 offices in U. S. ‘Finante Canada, 


SYSTEM 
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Wm. E. Thompson 


Secretary 


Hawaii and Alaska } 


congress over the AEC’s power 
development policies, but there jis 
a close approach to unanimity on 
the matter of indemnity insur. 
ance. Nearly everyone agrees that 
the government ought to take over 
responsibility for third party 
damage beyond what private in- 
surance will cover up to around 
$500 million. This congress prob- 
ably will take care of that. 

What about government sec re- 
cy? The chief industrial eccm- 
plaint is that the AEC’s decla:si- 
fication program is too slow. Some 
aspects of atomic reactor dev el- 
opment, particularly in the rez|m 
of plutonium production, rem: in 
secret. But in the recent semi: n- 
nual report to congress the ANC 
asserted that it had “brought ii to 
the open literature and the reaim 
of open technical discussion ll 
the technology for industrial «p- 
plications and the basic data for 
fundamental science.” 

It is impossible in this space to 
present a complete picture of the 
atomic ferment in U.S. industry, 
even if headline techniques were 
employed: American Locomotive 
to Build Portable Reactor, More 
Than 50 Firms Get Special Nu- 
clear Materials (three times the 
1955 record), New Export Li- 
censes Granted, Three More Pow- 
er Proposals. 

In May, 1956, U.S. companies 
had announced plans for nine 
atomic power plants. Since then 
five more companies or groups of 
companies have projected power 
plans, and a sixth has told the 
AEC it may take the plunge. 

As listed by the Edison Electri- 
cal Institute the five additional 
companies planning power proj- 
ects are: 

1) Carolinas - Virginia Nuclear 
Power Associates, Inc.; 2) New Eng- 
land Electric System; 3) a group of 
electric power companies in Min- 
nesota, Wisconsin, Missouri, 
North Dakota, South Dakota, and 
Iowa; 4) 12 Ohio Valley utility 
companies; and 5) Pacific Gas & 
Electric Co. 

The sixth group, Middle South 
Utlities, Inc., is investigating fea- 
sibility of constructing a power 
reactor in its service area. 

The atomic raw material for 
both weapons and peacetime pow- 
er is uranium. Is there enough? 
The AEC gives this answer: 

“The uranium supply is no 
longer a limiting factor in either 
the civilian or the military atomic 
energy program.” END 
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and also in bank loans. 
Aforementioned Philip Morris 
continued its strong comeback 
and sales gained substantially for 
1956, while earnings were equal 
to $4.06 per share, compared 
with $3.63 a share in 1955. 
Thanks to the spruced up Marl- 
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A quarterly dividend of 60¢ 
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1, 1957 to stockholders of rec- 
ord at the close of business 
March 15, 1957, was declared 

by the Board of Directors. 
ANDREW W. JOHNSON 


Vice-President and Treasurer 


February 25, 1957 
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boro flip-top packaging which 
scored a sensational gain in the 
filter tip market, and an acceler- 
ated marketing pace overall, 
Philip Morris solidified its posi- 
tion as the fourth largest cigar- 
ette maker in the country. Its 
year-end financial statement also 
showed that it increased its cash 
position and that inventory and 
bank loans were higher. 


P. Lorillard Co. was the only 
member of the Big Five to report 
both lower sales and earnings for 
1956. Its Old Gold regulars and 
king size followed the industry- 
wide downturn in sales of non- 
filter cigarettes, and its Kent with 
the Micronite filter didn’t get up 
a full head of steam until the last 
four months of the year. Old 
Gold filters also perked up to- 
ward the latter part of 1956. 

Sales of Lorillard showed a 
moderate fall, and earnings were 
down to $1.34 per share from 
$2.07 a share for the previous 
twelve months. Adding to the 
woe of the company and its stock- 
holders was the fact that if one 
were to exclude 7 cents per share 
net credit, representing profit 
from the sale of the cigar divi- 
sion and the expense of closing 
an antiquated plant up north, 
earnings last year amounted to 
$1.27 per share. To compound 
further the troubles of Lorillard 
and its family of stockholders, 
for 1955, excluding 34 cents per 
share on non-recurring profits, 
indicated earnings were $1.73 
cents per share. 

Management of Lorillard has 
lofty hopes for 1957, however, as 
the company will devote the 
major part of its promotional ef- 
forts to the filter market. Steps 
have already been taken to con- 
solidate fourth quarter improve- 
ments and include a new package 
for Old Gold filters; reorganiza- 
tion of sales, marketing and ad- 
vertising techniques, and produc- 
tion economies as a result of the 
shift of operations from its obso- 
lete plant in Jersey City to a new, 
modernistic plants in Greensboro, 
North Carolina. 

As a matter of fact, operating 
economies resulting from the use 
of automated machinery and 
equipment at the Greensboro 
plant are understood to have been 
chiefly responsible for the four 
cents lopped off the price of Kent 
filter tip cigarettes toward the 
close of last year. These smokes 
had been selling at an almost 





prohibitive premium price since 
their introduction some years 
ago. Also, its Micronite filter did 
such a good job of trapping irri- 
tant tars and resins that it also 
prevented the flavor from coming 
through. However, since its filter- 
ing action has been remedied, and 
the price cut to a level which 
brings this supposedly most ef- 
fective filter brand to within 
reach of the average smoker, 
hopes are high at Lorillard that 
1957 will be a much better year 
for the company and its shave- 
holders. 

In the wake of the annual ~e- 
ports of the cigarette make’s, 
which disclosed that they were 
able on the whole to register s. t- 
isfying profits in 1956 followi ig 
a couple of discouraging yea’s, 
perhaps one would be remiss at 
this point not to single out te 
cigarette industry for a measure 
of praise for its efforts in rea- 
listically relating its prices ‘o 
costs. The consumer certainly his 
benefitted as the industry his 
stepped up its mechanization pro- 
gram, and output has not becn 
curtailed in an attempt to shore 
up prices. 


There are some in the trade, 
however, who feel that a price 
boost of 144 a cent to 1 cent per 
standard package of 20 cigar- 
ettes may be announced soon. 
Such an increase would be di- 
rectly attributable to higher leaf 
tobacco, the indispensable item 
in the cigarette business, and ad- 
vertising costs. Leaf tobacco rep- 
resents the major cost item of 
the manufacturers, and advertis- 
ing budgets, as pointed out ear- 
lier in this article, are constantly 
being upped as the competition 
for the smokers’ dollar becomes 
keener. 


It is interesting to note at this 
point, that the manufacturers’ 
profit, before interest charges and 
income taxes, is less than 2 cents 
per package of 20 cigarettes 
based on the average for the in- 
dustry. The average factory price 
of a package is approximately 
16.5 cents, from which the Fed- 
eral excise tax of 8 cents must be 
deducted. The cost of the raw 
leaf tobacco the largest expense 
item, comes to about 4.7 cents 
per package, and of the remain- 
ing items of expense, advertising 
and sales promotion represent 
close to 1 cent. Direct labor cost 
is about 0.5 cent per package. 


The difference between the 
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manufacturers’ 
cents per package and the 24 
cents per pack price at retail 
levels in New York, for example, 
lies in the State cigarette tax, 


price of 16.5 


freight and other distribution 
costs, and the profit of the whole- 
saler and retailer, all of which 
total up to 7.5 cents. 

Jespite the fact that over the 
long period consumption of 
cigars has not kept pace with the 
tremendous growth in the coun- 
try’s population, taxpaid re- 
movals of cigars from domestic 
factories moved up in 1956 about 
1.3% over 1955. Reporting for 
th: fiscal year ended June 30, 
1956, the Internal Revenue Serv- 
ice, announced that some 6,377 
milion cigars were withdrawn 
for consumption in the United 
States. 

While improved merchandising 
may eventually result in higher 
usage of cigars, competition in 
the industry is very strong. Gain- 
ing new smokers to replace those 
it has lost, and the winning over 
of the women, who seem to frown 
on their men puffing a stogie, 
have been the main problems con- 
fronting the cigar makers for 
many years. These conditions, in 
all likelihood, will continue to 
hold consumption of cigars with- 
in a narrow volume. 

Continuing the long term de- 
cline in the use of smoking to- 
baceo, snuff chewing tobacco and 
other manufactured tobacoo prod- 
ucts, taxpaid consumption of 
these items declined 6.6% from 
the 1955 level. Snuff sales have 
been relatively stable for a period 
of years, but the per capita con- 
sumption has been in a down- 
ward trend. END 





An Appraisal And Outlook 
For The Communications 
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much further than under the pres- 
ent system. Another project will 
permit carrying four times as 
many conversations over radio re- 
lays systems as at present. Bell 
Labs. is also trying out a method 
for sending several conversations 
simultaneously over local tele- 
phone wires, by using over a mil- 
lion fast pulses per second. This 
will be a beginning toward ampli- 
fying local service, as is now done 
in earrying multiple long dis- 
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tance messages. It should hold 
great promise for future growth 
without any corresponding in- 
crease in facilities. 


A.T.&T.’s Dividends—Earnings— 
Financing 


American Tel. & Tel. has paid 
dividends since 1881, with the $9 
rate maintained since 1922. Dur- 
ing the postwar period, with the 
huge demand for construction 
funds, numerous rights to con- 
vertible debentures were issued, 
averaging about $1.50 per share 
through 1955; in 1956 common 
stock rights were issued, selling 
as high as $7.44. 

Over the years there have been 
repeated rumors that American 
Tel. & Tel. would be split or 
would increase its $9 dividend, 
but the latter seems to have been 
so woven into the fabric of Bell 
finances and regulation that the 
company is very reluctant to 
change it. Last year’s very valu- 
able rights were perhaps an ans- 
wer to the demand from some 
stockholders for a “melon.” There 
is no present indication that the 
company has changed its think- 
ing about the dividend rate. It is 
anxious to build up earned sur- 
plus so as to provide for unques- 
tioned maintenance of the $9 
dividend in the event of any fu- 
ture depression. Retained earn- 
ings at the end of 1956 approxi- 
mated $1.3 billion or about $21 
a share. 

Bell System expenses are in- 
creasing and the company in re- 
cent months started a new round 
of rate increase applications, 
which now total about $190 mil- 
lion. The most important case is 
in New York State. Under state 
laws telephone companies enjoy 
an advantage over other utilities 
in being permitted to use “pres- 
ent value” as the rate base, in- 
stead of original cost. The New 
York Telephone Company is try- 
ing to obtain a substantial rate 
increase in accord with this rate 
base. A bill has been introduced 
in the Legislature to change exist- 
ing law and restore original cost 
as the basis for rates but this 
seems unlikely to pass. 

However, the Bell System 
should receive adequate relief to 
maintain earnings at a sound rate 
in relation to the $9 dividend. 

During the past decade Bell’s 
outstanding shares have jumped 
from $20 million to nearly $63 
million and _ stockholders now 


number nearly 1,500,000 — about 
214 times as many as for any 
other company. Consolidated 
share earnings during this period 
increased from $8.93 to $13.16, 
based on average shares. 

American Tel. & Tel., because 
of its conservative policy and the 
magnitude of its operations, sel- 
dom discloses its financial plans 
until they have practically ‘“‘jell- 
ed.” The company will sell $250 
million plain debentures about 
March 26 and subsidiaries are 
also doing their usual financing, 
so it seems likely that the next 
issue of convertible debentures 
will not appear until 1958. The 
huge sale of common stock (about 
$573 million) on a rights basis 
last fall should provide adequate 
equity money for 1957. 


Bell Subsidiaries Offering Shares 
To The Public 


There are six Bell subsidiaries 
in which the public holds a sub- 
stantial interest—Bell of Canada, 
Cincinnati & Suburban, Mountain 
States, Pacific Tel. & Tel. and the 
two New England companies. 
The largest is Pacific Tel. & Tel., 
with annual revenues of about 
$792 million. These companies 
finance their growth on some- 
what the same pattern as the 
parent company, i.e. through is- 
suance of valuable rights which 
supplement generous dividends. 
Pacific Tel. & Tel., for example, 
pays $7 to yield about 514% and 
New England Tel. & Tel. pays 
$8 to yield about 6%. 

Stockholders in the Bell Sub- 
sidiaries, as well as_ potential 
buyers of these stocks, would do 
well to watch the schedules of 
rights offerings. Such offerings 
invariably depress the stocks 
temporarily, providing a buying 


opportunity. Pacific Tel. & Tel. 
stockholders are voting on an 
increase in authorized shares 


March 22, possibly for another 
September offering of shares, as 
has occurred in the past three 
years. New England Tel. & Tel. 
offered rights last August, in 
March 1955, and in December 
1952. Judging from this spacing 
of past rights the company might 
postpone equity financing until 
early 1958. Mountain States Tel. 
& Tel. will probably be due for a 
rights’ offering this year since 
there has been none since Sep- 
tember 1955. Bell of Canada has 
been issuing rights about every 
15-18 months, and accordingly 
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might be in the market for equity 
funds late this year or early in 
1958. Unlike most Bell Com- 
panies, Bell of Canada does not 
sell stock at $100 per share. 


General Telephone has Scored 
Unusual Growth 


General Telephone, the largest 
independent, has enjoyed fantas- 
tic growth in recent years—rev- 
enues increased from $13 million 
in 1937 and $32 million in 1945 
to $426 million in 1956. But only 
part of this represented normal 
growth — substantial rate in- 
creases and acquisition of other 
independent telephone systems 
were also important factors. 

Genera] absorbed the Theodore 
Gary System about two years 
ago, including the Continental 
Telephone System and Automatic 
Electric, a manufacturing com- 
pany similar to Western Electric. 
The acquisition also gave the sys- 
tem an international flavor with 
holdings in Canada, tiie Domini- 
can Republic, the Philippine Is- 
lands, and elsewhere. General is 
still digesting and streamlining 
these acquisitions since the Gary 
System had an extremely complex 
corporate character. 

General Telephone’s share earn- 
ings increased from $1.45 in 1952 
to $3.26 in 1956—due in part to 
success in obtaining rate increases 
and in acquiring other telephone 
companies on an attractive basis. 
Substantial economies are being 
effected by integrating former 
Gary subsidiaries with those of 
General Telephone. A huge new 
building is being constructed in 
Chicago for Automatic Electric, 
the big manufacturing subsidiary, 
which should result in operating 
economies for that company in 
1958. General Telephone common 
stock equity is around 35% of 
capitalization compared with 
62% for the Bell System. 

Most of the independent com- 
panies are small family concerns. 
The largest of these are Peninsula 
Telephone Co in Florida (the only 
independent other than General 
Telephone to be listed on the Big 
Board) and Rochester Telephone 
Corp. Mention should be made of 
Anglo-Canadian Telephone, a sub- 
holding company controlled by 
General, with minority stock in 
the hands of the public. It in turn 
has working control of British 
Columbia Telephone, with annual 
revenues of $33 million. British 
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Columbia has enjoyed just about 
as rapid growth as British Colum- 
bia Power but sells at a much 
smaller multiple of earnings. 
Minority stock is available in the 
market. The yield is low, around 
4.4%, since payout is below aver- 
age. 

A number of other independent 
telephone companies have over- 
the-counter markets — California 
Interstate, California Water & 
Telephone, Central Telephone, 
Commonwealth Telephone, Inter- 
Mountain, Southeastern, South- 
eastern States, West Coast Tele- 
phone, United Utilities, among 
others. 


Western Union on 
Comeback Trail 


Western Union Telegraph, with 
annual revenues of $242 million, 
conducts practically all the tele- 
graph business in this country 
(having acquired the Postal Tele- 
graph System some years ago). 
However, it has to compete with 
the Bell System’s teletypewriter 
service and long distance tele- 
phone circuits. The company has 
been very active under the pres- 
ent management. in developing 
mechanized facilities, which have 
helped to reduce its high labor 
factor somewhat. However, recur- 
ring troubles with union contracts 
every two years are a retarding 
factor in share earnings and the 
company is probably more suscep- 
tible to cyclical factors than Amer- 
ican Tel. & Tel. Nevertheless much 
has been done to improve the 
quality of the common stock by 
reducing debt and lessening the 
erratic character of share earn- 
ings, which used to fluctuate viol- 
ently. The stock currently yields 
about 5.3% with a low dividend 
payout. No public financing seems 
likely in 1957. 


International Telephone 
Showing Improvement 


International Tel. & Tel. is a 
huge worldwide system, engaged 
mainly in the manufacture of teie- 
phone equipment and other elec- 
tronic fields, and with substantial 
U. S. defense contracts. Major 
telephone subsidiaries were liqui- 
dated on a favorable basis some 
years ago, leaving only some Latin 
American telephone and radio- 
phone properties which are a 
minor factor in net earnings. Op- 
erations are divided roughly about 


two-thirds foreign and one-third 
U. S. 

Consolidated earnings for 1956 
are estimated at $3.75 a share ys, 
$3.21 in 1955, and parent com- 
pany earnings at about $2.45 vs, 
$2.06. The current dividend rate 
is $1.80, affording a return of 
about 5.79%. All foreign subsidi- 
aries are now operating in the 
black and the exchange problems 
of bringing net earnings from all 
parts of the world to this couniry 
are now less severe than formerly. 
International Tel. & Tel. has a $25 
million line of bank credit and 
does not expect to do any public 
financing this year. 

American Cable & Radio, a so 
listed on the Big Board, is a si b- 
sidiary of International Tel. & 
Tel. (with minority stock in t1e 
hands of the public). The corn- 
pany’s operations are on a wor d- 
wide basis but annual revenues 
total only $29 million. It was drzs- 
tically reorganized in 1939 and 
now has only common stock ovt- 
standing. Share earnings still 
fluctuate rather widely although a 
dividend of 30c has been paid 
since 1953. The company is in 
sound financial condition and the 
current yield is over 6%. —END 





For Profit and Income 
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nies, following generally poor 
1956 results, figure to fare mod- 
erately better this vear, perhaps 
by an average of 10% or so in 
earnings. In the fiscal quarter to 
January 31, Deere had net of 63 
cents a share, up 37% from a 
year ago. It included profit on in- 
creased shipments under one of 
the company’s few uncompleted 
military contracts, and is not in- 
dicative of the full-year potential 
in terms of percentage profit 
gain. Even so, the period’s sales 
of farm and industrial equipment 
showed a year-to-year gain of 
16%. The two best stocks are 
International Harvester, yielding 
about 5.3% at 371% on an amply 
covered $2 dividend; and Deere, 
yielding 5.8% at 30, on a $1.75 
total dividend basis which seems 
reasonably secure. The stocks 
probably will do better than the 
market this year, especially if the 
market declines. But the profit 


possibilities in them appear to be 


fairly modest. 
(Please turn to page 796) 
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SOUND PROGRAM FOR 
1957 
for Protection — Income — Profit 


There is no service more practical . . . 
mor definite ... more devoted to your 
inte ests than The Forecast. It will bring 
you weekly: 


Three Investment Programs to meet 
you’ various aims ... with definite 
advices of what and when to buy and 
when to sell. 


Propram 1—Top grade stocks for security and 
assured income with excellent ap- 
preciation potentials. 


Program 2—Special dynamic situations tor sub- 
stantial capital gains with large 
dividend payments. 


Program 3—Low-priced stocks for la:ge per- 
centage growth. 


Projects the Market . . . Advises What Action to 
Icke . . . Presents and interprets movements by 
industry of 46 leading groups comprising our broad 
Stock Index. 


Supply-Demand Barometer . plus Pertinent 
Chorts depicting our 300 Common Stock Index. 














On April 6, 1956 when the market reached its highest point 
for 1956, Boeing closed at 813g—while General Dynamics 
closed at 611%. Despite the decline that has taken place 
since then, Boeing has appreciated 135% points — while 
General Dynamics has gained 2814 points. 


Boeing Airplane was recommended to subscribers at 46— 
prior to the 2-for-1 stock split in 1954 which marked our 
cost down to 23. On August 6, 1956, Boeing was split again, 
2-for-1, reducing our cost to 1114 for the new shares which 
are selling at 4714 — representing 313°, enhancement. Cash 
dividends of $1.25 in 1956 represented a 10.8% yield on 
our original buying price and 2% stock dividend was paid 
in December 1956. 

Also, we recommended General Dynamics in April, 1954, 
at 43. It was then split 2-for-1, marking our cost down te 
2114. It was split 3-for-2 in 1956 further reducing the cost 
to less than 14°4. General Dynamics has now reached 593% 
— to show 315‘, gain from our original recommended price. 
The current dividend yields 10.2% on our cost. 


We believe our latest and coming buying advices will help 
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Strong 

Stocks performing well — some 
at new highs, some close to pre- 
vious highs—include Air Reduc- 
tion, Cooper Bessemer, Middle 
South Utilities, General Ameri- 
can Transportation, Quaker Oats, 
General Dynamics, Iowa Power & 
Light, Outboard Marine, Kansas 
Power & Light. 


Briefs 

A wide-swinger in market price 
and earning power, Chrysler is 
the best-acting auto stock right 
now. Should the full-year sales 
gain be anything like that indi- 
cated for the first two months of 
1957, profit could possibly be four 
to six times last year’s depressed 
figure, or $8 to $12 a share. 
Note “could possibly be’. That’s 
not a forecast .. . Boeing’s B-52 
may not indefinitely remain the 
Air Force’s prime heavy-bomber 
choice; but it must be the main- 
stay at least for some years and 
Boeing has a firm order backlog 
of over $3 billion. ... —END 





Timely 1957 Report on 
Corporate Liquidity 
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activity continues much longer at 
present historically high levels, 
one thing seems clear from the 
transformation now going on in 
corporate working capital posi- 
tions: something will have to 
give. Internal cash resources are 
already too low in many cases to 
effectively support capital expan- 
sion programs and increased in- 
ventory requirements. Interest 
rates have soared to levels that 
are prohibitive for many legit- 
imate business purposes. The so- 
lution, as it so often does, may 
emerge from many directions, 
but it is more likely to be one of 
two alternatives. It may be direct 
Federal Reserve intervention in 
the form of an expansion of the 
money supply, which is the easy 
way out but not necessarily the 
most desirable. A better solution 
would be one that a dynamic 
economy makes for itself from 
time to time, in a self-correcting 
manner, whereby it successfully 
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responds to its own stresses. 
Whether this takes the form of 
reduced capital expenditures, 
some inventory liquidation, or 
temporary contractions and ad- 
justments in the consumer or 
governmental segments of the 
economy is not as important as 
that it be a spontaneous realign- 
ment of economic forces. In other 
words, when money becomes ex- 
ceedingly tight in about the way 
this stringency has occurred dur- 
ing 1956, the economy may be 
ready for some adjustment. Let 
this adjustment take place 
promptly and gently, without tin- 
kering too much with the mech- 
anism in the form of ingenious 
Federal monetary and fiscal con- 
trols which may postpone but 
could finally greatly accentuate 
the downtrend when it comes. 
—END 





Is Dollar Inflation Desirable 
— or is Money Supply 
Adequate? 
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of the corporation now come to 
management with a proposal for 
a large wage increase, manage- 
ment does a little market re- 
search, and concludes that the 
additional wage cost can be 
pessed on to its customers. The 
wage-earner gets his raise; the 
management gets its price in- 
crease; and everybody is happy. 
The wage-earner is unlikely to 
compute the cost to him of the 
price increase, and he is alto- 
gether unlikely to reason that 
it was his wage increase that 
caused it. His union leaders will 
take advantage of the situation 
by pointing out to him the price 
increases, and will promise him 
a further wage increase to make 
up for it. 

Thus, when the money supply 
is rising, wages and prices tend 
to rise concurrently. Wage in- 
creases tend to cause inflation in 
these circustances; the inflation 
then serves as a tool by which 
union leaders strengthen their 
hold over labor; and strengthened 
unionism goes on to demand still 
higher wages. 

How to break this cycle, in 
which both labor and its union 
representatives appear to be fol- 
lowing logical patterns of self-in- 
terest, has been a major preoccu- 
pation of economists, manage- 
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ment, government officiais, g 
even of some more enlightey 
members of union leacers}j 
Monetary policy — restraint 
the growth of money supply - 
at least one important contri} 
ing element in the solution, } 
if money supply does nct yi 
then higher wages cannot rea( 
be passed on in the form cf pr 
increases; profit margins shrift 
and unemployment appears. 

This mechanism may be qu 

efficient in finally bringing a hy 
to postwar inflation. It |as, 
course, its unpalatable sice, § 
one is interested in une np) 
ment for its own sake, an1 o 
the most rabid opponent >f { 
free enterprise system wovld ¢ 
tack profit margins per s». j 
these are bound to be involv 
if money controls alone are us 
to bring an end to postwar inf 
tion. 
Moreover, there are doults 
many well-informed quarters 
to whether money policy vill 
pursued to the point where 1 
employment results. It is point 
out, in connection with the Fe 
eral Reserve system, (as it us 
to be in connection with the § 
preme Court), that the gove 
nors of the system read the new 
papers. Unemployment is poli 
cally highly unpopular, and a 
policy that precipitates it is u 
popular. If it takes a significa 
level of unemployment to bre 
union pressures for wage | 
creases, the policy of restrict 
money supply may well be aba 
doned in midstream, and a 
turn made to the safer politics 
shores or further monetary ifs s 
flation. 

Because of this possibility, 
would hardly seem prudent 
rest all of our anti-inflationay 
case on money supply contr 
alone. Basic to the problem 
postwar inflation has been ti 
rising wage costs yielded by m 
itant, competitive unionism. hg Le 
stricting money supply doubtleptal 
hinders unions in achieving thefag« 
objectives, but it hardly strikg09,( 
at the source. Union leadershfy A 
more responsive to the clear if n 
terests of its membership shoupere 
be quick to recognize that pagiten 
of the solution for postwar infigern: 
tion, and part of the solution fpr u 
the unemployment which m | 
result when inflation finally rujfv' 
into a solid wall of money policf#™ 


lies within unions themselves. he 
= = 
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not a phout one fifth is consumed lo- 
i 


ally and the rest exported for 


t read iollars. By far the largest U.S. 
hg Rue gricu'tural production abroad is 
alll oeateC in Cuba which produced 









early $200 million worth of 
war in its U.S.-owned agricul- 
yral sector. 
| as, § The output of U.S.-owned pub- 
Sle, Mie uti ities in the region is about 
ne nplig0 million but this relatively 
an | oifmall amount does not measure 
t of thre importance of these enter- 
vould @yises in supplying a large share 
S°. Vif the total power in the area. 
in vol; a result of the inflationary 
are Upressiures existing throughout 
aY Inf atin America many of the pub- 
ic utility companies are showing 
oul ts § relatively small rate of net in- 
rters ome and in a few cases even 
y willfbsses This is due to the fact 
here what, unlike most manufacturing 
; pointonce-ns, public utilities are not 
the Féfree io raise their rates as their 
; it uMfosts increase. In the last year, 
the Sfhe inflationary pressure has 
2 gOvHomewhat abated throughout the 
he neWrea while some upward adjust- 
is poliftents of public utility rates were 
anc afranted by local governments. 
it is Wf Another factor which never 
gnificappears in international account- 
to breamg but which has a tremendous 
age Mmpact on the economy of the 
estrict@ost country of any foreign in- 
be abiestment consists of local pay- 
d a Ments of the foreign companies. 
politids chart II] shows, U.S. compan- 
tary is spent no less than $4.3 billion 
ithin Latin America on all types 
f local expenditures. This com- 
ident #ares with only $650 million total 
ationagemittances of these companies to 
contr@#eir home offices during the 
blem @me year. This hardly looks as 
een tough we are exploiting these 
by mpuntries. 
sm. hg Let us consider one item in the 
loubtl@tal local expenditure figure: 
ng thfages and salaries. Last year 
~ strikg?9,000 workers were employed 
adershfy American concerns at a cost 
‘lear if nearly $1 billion. Only 9,000 
» shougere U.S. citizens. The charge is 
at pagiten made that American con- 
ar infftns abroad use local labor only 
tion fr unskilled or semi-skilled tasks 
h mutt import Americans for all su- 
lly rugfvisory and professional posi- 
lions, thus preventing the host 
elves. buntry from ever acquiring the 
_pthnical and managerial knowl- 
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Local Expenditures by U. S. Companies 
Operating in Latin America Were 
$4.3 Billion During 1955 


Salaries, wages, and other payments to 


Taxes ond other payments to Governments 


Chart # III 

















edge necessary to improve its 
standard of living. 

Like so many other charges 
against U.S. businesses operating 
abroad, this just does not square 
with the facts. Of a total of 
46,000 supervisory, professional 
and technical employees in U.S. 
companies operating in Latin 
America, 37,000 are of local ori- 
gin. The same thing applies to 


wage payments. Rather than at- 
tempt to exploit the local work- 
ers, most U.S. companies pay 
them higher wages than are gen- 
erally prevalent in their country. 
Average annual compensation per 
employee is $1,600 which is cer- 
tainly way above the Latin Amer- 
ican wage level. In the petroleum 
industry, payment per employee 
(Please turn to page 798) 














Total 

Industries imports 

All industries listed, total! 697 
Agriculture 50 
Mining and smelting 77 
Petroleum® 258 
Manufacturing 282 
Public utilities 31 


“—Less than $500,000. 











Table 3 


Imports by Latin American Subsidiaries and Branches of 
U. S. Companies by Industries and Type of Import, 1955 


(Millions of dollars) 


Capital equipment Other imports 
From From other From From other 
the U. S. countries the U. S. countries 
137 7 409 145 
6 = 32 12 
25 = 51 1 
65 6 99 88 
17 1 220 44 
24 = 6 = 


'—Execludes imports by trade and service industries not listed. 


3—Excludes $190 million of oil products imported by U. S. distributing and marketing com- 
panies in Latin America from U. S. companies producing petroleum in Latin America. 


NOTE:—Data given cover only companies reporting in special survey. 
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Latin-American Stake in the 
American Dollar 





(Continued from page 797) 


is $4,200 per annum which be- 
gins to approach the level in our 
own country. 

Of special interest are also the 
payments which the companies 
make directly to the govern- 
ments of Latin America. Accord- 
ing to available estimates, they 
amounted to over $1 billion in 











The Twelve U.S. Corporations 
with the Largest Interests 
in Latin America 


American & Foreign Power 
Anaconda Copper 
Bethlehem Steel 

General Electric 

W. R. Grace 

International Harvester 
International Packers 
Kennecott Copper | 
Phelps Dodge 

Standard Oil of New Jersey 
United Fruit 

United States Steel 




















1955, or 15 percent of all govern- 
ment revenues. 


American Investments in Latin 
America Mutually Beneficial 


We have said that the United 
States is benefitting from the op- 
erations of American companies 
in Latin America both by having 
access to their mineral and agri- 


 EREGULAR 
QUARTERLY . 
DIVIDEND 


The Board of Directors has 
declared this day 
COMMON STOCK DIVIDEND NO. 91 
This is a regular quarterly 
dividend of 

PER 


25¢ SHARE 


payable on May 15, 1957, 
to holders of record at close 
of business April 3, 1957. 

H. Edwin Olson 
Vice-President and Secretary 
March 7, 1957 


THE COLUMBIA | 
GAS SYSTEM, INC. 
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cultural production for our do- 
mestic needs and by sharing in 
the consequent growth of the re- 
gion’s standard of living, in the 
form of higher U.S. exports. An- 
other advantage accruing to us 
from direct investments in Latin 
America is the sale of capital 
equipment and other goods, not 
locally available. 

In 1955 this equalled by $550 
million worth of U.S. goods, or 
about 17 percent of all Latin 
American nonmilitary imports 
from the United States (see table 


Thus, U.S. direct private in- 
vestments in Latin America are 
certainly a two-way street with 
the benefits to the host countries 
every bit as impressive as those 
reaped by American business. If 
we add to the direct benefits men- 
tioned above the innumerable 
secondary benefits accruing to 
Latin America out of these op- 
erations such as health, education 
and other social services as well 
as the pre-conditions to further 
industrialization, it can hardly be 
denied that U.S. investments 
have proved a genuine blessing 
America. From the viewpoint of 
the U.S. companies operating in 
for the general welfare of Latin 
the area, our government has 
done an important job of pioneer- 
ing in the field of international 
trade relations by making a com- 
prehensive statistical study of 
some of these blessings which, 
unfortunately, have, so far, been 
all too often ignored in debates 
on foreign economic policy. —END 
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(Continued from page 739) 
reciting history: In the Republi- 
can 80th Congress, the Truman 
Budget was cut by $3.5 billion. 
In the Republican 83rd Congress, 
the Truman Budget was again 
cut, by $10 billion. And in the 
next elections, the Republicans 
who had been in control in each 
case were badly beaten. The 
voters threw the economizers out 
and put back those who opposed 
economy. The Democrat-con- 
trolled 79th Congress cut taxes by 
$6 billion. Next year, the tax-cut- 
ting Democrats were thrown out. 

That’s an excerpt from history 
which gives added meaning to 
Congressman Kean’s deadly-seri- 
ous inquiry: “What do the people 
want — heavy spending or econ- 


THE 


omy ?” 

More from the book: The Re. 
publican-controlled 80th Congres 
cut taxes approximately $5 pj. 
lion. Next year, the Republican 
lost control. Even Rep. Harolj 
Knutson, who sponsored the GOP 
cut, was defeated after almost , 
score of years of service. The Re. 
publican-controlled 83rd Congres 
cut taxes $7.5 billion. The follow. 
ing November, the Repubiican 
once more were thrown out. 


“Career Congressmen” are not 
unfamiliar with these expericnces, 
and they prefer not to risk thei 
political necks in a business \ her 
it seems the winner loses. Bu 
they need not be alone, anc the 
fight for economy is not los* yet 
No major appropriation bi): for 
the fiscal year beginning July 1, 
has been finalized. There still is 
time. But before there can le 


hope of effective action, tw 
things must happen: 

1. Leadership, beginning a: the 
very top—the President of th 
United States and the Majority 
and Minority Leaders of bot) 
Houses of Congress — must stop 
fencing and “come clean” wit! the 


taxpayers. They must not onl 
say they want economy in “x0v- 
ernment, but must prove the 


want it by speaking out now for 
cuts, identifying specific cuts. 

2. The pressure groups must be 
spotlighted, their special plead 
ings exposed and related in terms 
of tax dollars to the cost borne 
by other taxpayers. This includes 
Federal agency heads as weil ai 
lobbyists, politicians and others 
outside the Government. 

One of the most dangerous sug 
gestions has come, strangely, from 
the President himself. Postpone 
immediate spending, he volut- 
teered as a “cure.” The inescap 
able result of such a policy is 
deficiency appropriation bills later 
in the year, a practice which i 
bad enough when unavoidable an( 
resulting only from inexpert plan- 
ning, but wholly inexcusable when 
arranged in advance. 





ANNOUNCEMENT 
SEE: SPECIAL 
STUDY OF THE 
ELECTRONICS 
INDUSTRY 


IN OUR MARCH 30th 
ISSUE 
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The Trend of Events 





(Continued from page 3) 


Federal regulations, the same as 
banks, insurance companies and 
other depositories of public funds. 

We should not leave the house 
cleaning to Mr. Reuther, who has 
yrotested for a long time against 
iny control of union funds. Noth- 
ing would be accomplished, for 
we all know the ease with which 
money can be collected from the 
workers, under the forced pay- 
nent of dues, making unions the 
‘racket ideal” and easy pickings 
for gangsters. We must act firmly 
x tace dire consequences. 


NIXON’‘S AFRICAN TOUR... It is 
often said that “‘whom the Gods 
would destroy they first make 
mad”’—and that seems to be work- 
ing out in the case of Gamal Abdel 
Nasser. That Nasser’ has over- 
played his hand seems most likely, 
judging from Mr. Nixon’s tri- 
umphant tour of Africa. 

God moves in mysterious ways 
—and a glance at a map will show 
that the stiff-necked petty dicta- 
tor is not going to have things 
his own way. Thus the possibility 
of an Aswan Dam is rapidly evap- 
orating. It doesn’t seem likely 
that Russia would be willing to 
risk the money, if she has it, in 
the light of the fact that the head- 
waters of the Nile are located in 
Ethiopia and run through the 
Sudan into the Nile Delta, upon 
which the fertilization of Egypt 
depends. 
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(Continued from page 5) 


serves. Thus, even the Arab 
world’s most powerful trump, 
control of 70 percent of the 


world’s proved oil reserves, can 
not be considered an unassailable 
fact on which to base a long-range 
policy. 

Of course, sone of the above is 
meant to suggest that the Middle 
Kast oil fields are no longer im- 
portant to the West, or that we 
can easily dispense with the Suez 
Canal. The Middle East oj] de- 
posits are likely to remain the 
vorld’s largest concentration of 
ihat mineral no matter what 
other finds of oil or substitute 
minerals we make in the foresee- 


MARCH 30, 


1957 


able future and the Suez Canal 
will always be the shortest ship- 
ping route between the East and 
the West. 


However, if Nasser or any 
other Arab nationalist should get 
the notion that these things give 
him an all-powerful weapon with 
which to browbeat the West into 
submitting to his political 
schemes, he would soon learn how 
tenuous and temporary his stran- 
gle-hold actually is. Western capi- 
tal, organization and technology 
have already solved more difficult 
problems than by-passing a Canal 
or broadening the supply sources 
for a needed raw material. In the 
long run, the Middle East needs 
the West at least as much as the 
West needs the Middle East. 

—END 
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pares with earnings of $32,356,- 
404 or $3.23 per share for 1955. 
based on the same number of 
shares. The net income and gross 
revenues of 1956 were exceeded 
only by those of 1955 and 1954. 

Last year’s decline in gross rev- 
enues was due principally to a de- 
crease in export shipments and a 
reduction in export prices, while 
domestic shipments were ad- 
versely affected by the steel and 
longshoremens’ strikes and by re- 
duced requirements for summer 
fertilizers. The decline in net in- 
come also reflects the increased 
charges resulting from an ex- 
panded program for exploration 
and development. 

As a result of its large produc- 
tion during the year, the highest 
in its history, the company added 
substantially to its stockpile. The 
bulk of the production was by the 
Frasch process from its Newgulf, 
Moss Bluff, and Spindletop plants 
in Texas. One of the company’s 
subsidiaries began operations of 
a new Frasch process plant at 
Nopalapa Dome on the Isthmus 
of Tehuantepec in Mexico in Feb- 
ruary, 1957. Another, the fifth 
postwar plant to be built by the 
company is under construction at 
Fannett Dome in Texas, and is 
scheduled for operation in 1958. 

Drilling offshore from Galves- 
ton, on leases from the State of 
Texas, has proven the presence of 
sulphur, but further drilling dur- 
ing 1957 will be necessary to de- 


termine the extent of the area of 
the sulphur deposit. Other explor- 
ation projects of the company in- 
clude diamond drilling of a sul- 
phide ore body in New Brunswick, 
Canada, and exploration in Sicily, 
the mainland of Italy, Ethiopia 
and Alaska. 

The size of the company’s stock- 
piles, its high production rate and 
the large tonnages constantly in 
transit enable Texas Gulf to main- 
tain prompt and regular shipping 
schedules by water and rail. 

Balance sheet as of December 
31st, 1956 showed tota) current 
assets of $79,757,783 and current 
liabilities of $15,661,344 com- 
pared with $77,931,660 and $20,- 
068,273 respectively, a year ear- 
lier. Earned surplus at the end of 
the year, after payment of $20,- 
040,000 in dividends was $108,- 
500,074 compared with $100,404,- 
194 at the end of 1955 after 
payment of a like amount of divi- 
dends. 

Dividend payments last year 
were $2.00 per share and 50 cents 
was paid in the first quarter of 
the current vear. END 





Keeping Abreast 
of Corporate Developments 





(Continued from page 42) 


Food Machinery & Chemical 
Corp., in carrying out its planned 
expansion in the petroleum equip- 
ment industry, has acquired 98% 
of the 90,000 outstanding shares 
of Oil Center Tool Co., through an 
exchange of stock on a share for 
share basis. The new acquisition 
which will be brought into the 
Food Machinery fold as a subsidi- 
ary, manufactures wellhead 
equipment to control flowing oil 
and gas wells. 


Northern States Power Co., has 
joined with 9 other utility com- 
panies in a plan to build a 60,000 
kw. nuclear power plant costing 
between $20 million and $25 mil- 
lion on a site somewhere in the 
four state territory served by 
Northern States Power. Research 
and development work will be fi- 
nanced by the utility group 
through a corporation that is now 
forming. It is expected the plant 
will be completed in 1962. Even- 
tually it will be owned and oper- 
ated by Northern States Power 
which will transmit the electricity 
to members of the group. END 
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Objective: RETIREMENT 


An Important Message to Investors with $20,000 or More 


f 

Mos investors are aiming for eventual re- 
tirement ... whether they hope to arrive at 
their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In the coming months and years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
... With a host of new products, materials and 
techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense of 
less able competitors. TO YOU, as an investor, 
this adds up to an increased need for con- 
tinuing investment research and capable pro- 
fessional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unsually promising 1957 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 


obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you te minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 


purposes, considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








be ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MaGazine oF WALL Street. A background of over forty-nine years oj service. 
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Through The Slough. This 75-ton gasoline “splitter” was made by U. S. Steel's 
Consolidated Western Steel Division in San Francisco. It was so huge that it had to be 
shipped on a sea-going barge through an old slough (tidal creek) that hadn’t been used for 
50 years and was specially dredged out for the journey. 


12-Ton Stainless Steel Propeller. 


A typical Great Lakes ore boat will de- 
velop about 4,000 horsepower. But 
newer models turn out 7,000 hp., and 
need stronger propellers to harness this 
extra energy. These blades were made 
from Stainless Steel: it casts easily, 
resists fatigue, and is easy to weld. 


? 
sho 
—— 


The Mysterious Bends. This “sucker rod” was 
pulled from an oil well in which the casing had 
collapsed. This 14-foot sucker rod had been 
twisted into an 18-inch pretzel, yet it didn’t break 
or even crack! The rod was made by the Oil Well 
Supply Division of U. S. Steel. 


UNITED STATES STEEL 


AMERICAN BRIDGE . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . COLUMBIA-GENEVA STEEL 
CONSOLIDATED WESTERN STEEL . . GERRARD STEEL STRAPPING. . NATIONAL TUBE. . OIL WELL SUPPLY 
TENNESSEE COAL & iRON . . UNITED STATES STEEL HOMES . . UNITED STATES STEEL PRODUCTS 
UNITED STATES STEEL SUPPLY. . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNION SUPPLY COMPANY + UNITED STATES STEEL EXPORT COMPANY + UNIVERSAL ATLAS CEMENT COMPANY 


SEE THE UNITED STATES STEEL HOUR. It’s a full-hour TV program presented every other 
Wednesday even'ng by United States Steel. Consult your local newspaper for time and station. 








